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World News 


Thief grabs 
£292m in UK 
daylight 
robbery 

The Bank of Rn giawrf injected 
some £ 260 m (WlOiiO of extra 
liquidity into London’s money v 
m ark e ts aftear a City mBmwnwr • 
was robbed of Treasmy mn« 

and certificates of deposit 
worth caftgfff . 


i ne Bans also agreed to pro- 
tect the bwners of the bonds 
against 'any' losses and issued 
an afert to banks to beware 
of auiyOne trying to raise a i<«n 
using the bonds. Page 18 

D-Mark swap agreed 

The Gennanys have reached 
a compromise on monetary 
union that will allow nidf> r 
East Germans to swap up to 
6,000 Marks at par. Page 18 

Overhaul planned 

The US said the list of strategi- 
cally sensitive exports to east- 
ern Europe «nd the Soviet 
Union now covered by multi' 
lateral licensing requirements 
should have "a complete over- 
haul” by the end of thin year. 
Page 18 

Rival parties* pact 

Hungary’s two strongest politi- 
cal parties announced a pact 
to end their Utter rivalry at 
the inauguration of the coun- 
try’s first democratically 
elected parliament in more 
than 40 years. Page 18 

Mediation, appeal 

Vytautas Landsbergis, presl- • 
dent of the breakaway Soviet 
republic of Lithuania, appealed 
to West Germany and France 
to help open negotiations with 
the Soviet authorities. 

Page 18 

Poland assured • 

Senior Foreign Ministry affU 
dais ftaui Boland and the two 
Germanys are to meet today 
for the first tlme to discuss 
a planned treaty under which 
a united Germany will recog- 
nise Poland’s western frontier. 
Page 18 

UK local elections 

Local elections take place 
today thrmg}^ 

Wales. Thexuttog Conservative 
party is preparing for wide- 
spread. losses to the Opposition ' 
Labour Party, but hopes to r . 
retain control of its "flagship”" 
councils and turn the tide of 
opposition to the recently 
introduced Community 
Charge. Details, Page 11 

Em e r ge ncy ends 

Afghan President Nqjflrallah 
ordered that a state of emer- 
gency which has existed in 
Kabul fin- mare than a year 
will be lifted tomorrow. 

Unity advanced 

The leaders of North and Sooth 
Yemen advanced the union 
of their two states by six 
months to May 26. 

Illegal export ^ charge 

The managing director of one 
of the companies at the centre • 
of the Iraqi supergtm affair 
was charged with illegally 
exporting equipment. Bather- 
story. Page 12 

New rights In Nepal 

Nepal's new Prime Minister 
Krishna Prasad Bhattarai said, 
freedom of speech will be pro- 
tected in a new constitution. 

Taiwanese offer 

President Lee Teng-hui offered .. 
the premiership to Taiwan's 
top military nffirial in a move 
that the opposition termed a 
step backwards for democracy. 

Damages for Swede 

A Swede who won an appeal 

nggirm*. hifl auwte Hm win- the . . 

1988 murder of Prime Minister 
Olof Palme was awarded 
SKT300.000 ($49,000). 

Questions on firs 

Libya is questioning two West 
Germans about a fire at a Lib- 
yan chemical plant in Marc h, 

Black out 

Saboteurs dynamited a major 
electrical transmission tower 
in Guatemala City, blacking 
out most of the country. 
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ity and expectations of future 
strengt h in equities encour- 
aged broad-based buying. Most 
leading European bourses 
made gains bat disappointing 
earnings left the Netherlands 
lower. Wall Street registered 
small gains by mldsession. 
Back Page, Section II 

WnJJAMS Holdings is selling 
ha Grown Berger paints bust- 
nesses in the UK and Ireland ■ 
to Swedente Nobel Industries. - - 
for. an Initial £205m (9838m) 
in cash. Up to stem more win 
be payable if CTown’s sales 
Nc&teve their £24fin budget v . 
tixia'year. Pe»el» 

GATT dfrectorgeneral Arthur 
T Vmlmt balled the TTS fleri- 
akmjant to bupose immediate 
sanc tions against Japan as a 
turning point for timUruguey 
Bound of trade negotiations. 
Page 8 

AUSTRALIAN regulatory - . 
anthorities moved quickly to 


the British media proprietor, . 
from acquiring a 14.9 per cent 
stake in the Bell Group, a 748 
per cent media subsidiary uf 
Band Corporation Holdings, 

Mr Alan Band’s troubled mas- 
ter company. Riga 19 

COSTA RICA and foreign bank 
creditors are set to begin sign- 
ing on Saturday an agreement 
which will reduce the coun- 
try’s bank debt service bill by 
almost threequarters. 

PagelO 

AfflANDavriopmmt Fund, 
the soft loan window of the 
Asian Dtoratapment Bank, is 
set for a *Sbn^6bn replenish- 
ment from donor nations Page 
7 ■' 

DSM, Dutch fJwnifeal group — 
which was partially privatised 
in an international launch last 
yeari reported an 188 per emit 
foil in first-quarter results, fol- 
lowing the trend set by Akxo, 
the otnm: big Dutch chemical 
concern, last week, page 21 

GENERAL BE, largest reinsur- 
ance group in the US, 
announced fc 5 per cent 
increase in first quarter net 
■income per share, excluding 
realised capital gains. 

Page 20 

ADSTKAJUAN Stock Exchange 
announced plans to dose two 
of itefonr trading flo orean d 
move towards folly automated 
dealing. Page 25 

COURSE grata consumption 
could o u tstrip production for 
the fourth, consecutive year, 
r arfiiritip ytocfcn to their lowest 
level rince the mid-1980s, the 

Inte rn Htlnna l Wheat Council 
behaves. Page 32 


Thursday May 3 1990 


D 8523A 


Business Summary 


US intends to 
‘overhaul’ 
sensitive 
exports rule 

Mn-fT^frereRtT A — 1 — a... - if 

ToVoUau AnlTTllllR TF aOftTl 

'ffiSerday said t he list of stxate- 
Pally MMsitive experts new ' 
covered by multilateral Ilcen- 
atrig requirements should have 
"a complete overhaul" by the 
end of this year. The White 
House acknowledged that 
“careful study indicates that 
most of the goods and technol- 
ogies that we currently control 
to eastern European and Soviet 
destinations are of taw strate- 
gic value and should be decon- 
trolled." Page 18 

MABKET& TXK futures mariset 
again came .to the help of Lon- 
don stotka, and share prices 
made further progress desnite 
the shadow riSSoftaSgST 
voting in the British local elec- 
tions. In Tokyo currency stabfl- 

FT-SE lOO Index 


Freed hostage names other captives held in Beirut 


By Our Foreign Staff 

MB FRANK REED, the 
American freed by a group of 
pro-Iranian kidnappers in Leb- 
anon on Monday, yesterday 
provided further proof that the 
other western hostages are 
alive and well by naming two 
British and two American hos- 
tages he had been held with. 

Speaking in Wiesbaden, 
West Germany, Mr Reed said 
he had spent long periods of 
time in captivity with other 
western hostages, and had seen 
British journalist Mr John 
McCarthy and teacher Mr 
Brian Keenan last Saturday. 

His comments were further 
evidence that most Lebanese 


Islamic kidnap groups are 
linked, despite their various 
pseudonyms. 

*T have been with John and 
Brian since last October," Mr 
Reed qaifl , adding that he had 
also previously seen American 
Mr Tom Sutherland and 
“Terry" - thought to be refer- 
ence to Americau journalist Mr 
Terry Anderson, rather than 
Mr -Terry Watte, envoy for the 
Archbishop of Canterbury. 

A senior official of Hbbollah, 
the pro-Iranian umbrella 
organisation behind the kid- 
nappings. yesterday said that if 
the remaining six US hostages 
were to be freed, Washington 


would have to put pressure on 
Israel to free its State Moslem 
Lebanese prisoners. They 
include Sheikh Abdel Karim 
Obeid, the HlzbaUah cleric kid- 
napped by Israeli forces last 
. year. 

Mr Bush hinted delicately 
this week that be wants Israel 
to free Sheikh Obeid, saying he 
bad “no objection" to such a 
move. 

Although he has publicly 
ruled out striking a deal with 
the kidnappers, Mr Bush has 
praised Iran and Syria for their 
rote in the recent release of Mr 
Robert PolhiU and Mr Reed, 
and indicated a softening of 


Washington’s stand against the 
iBiflmic government in Tehran. 

In the Netherlands yester- 
day, US and Iranian officials 
are believed to have made sig- 
nificant progress in talks 
aimed at settling mutual finan- 
cial claims arising from the 
1979 Iranian revolution. 

Mr Abraham Sofaer, legal 
adviser to the US State Depart- 
ment, and Ms counterpart in 
Tehran, Mr Goudarz Eftekhar, 
are thought to be near an 
agreement on small claims 
- those worth less than 
3250,000 - pending at the 
Iran-US Tribunal in 

The Hague. 


Mr Sofaer and Mr Eftekhar 
enjoy good personal relations 
and have sought to expedite 
the slow Tribunal process 
through bilateral talks. An 
agreement on small claims 
would bode well fra: a settle- 
ment of other cases and for 
broader relations between the 
two sides. 

Mr John Kelly, US Assistant 
Secretary of State, was in 
Algeria yesterday as part of a 
tour of North Africa and is 
likely to have discussed Leba- 
non and the hostages; Algeria 
has acted as mediator between 
the US and bran. 

The British Government and 


relatives of the British hos- 
tages expressed delight at Mr 
Reed's news yesterday, but 
Hizbollah's demands and the 
deep divisions in Iran over the 
hostages militate against an 
early end to the hostage crisis. 

Four British people out of a 
total of 15 westerners, are still 
held hostage in Lebanon. 

The difficulties confronting 
the British hostages were 
underlined yesterday when the 
Home Office in London dis- 
closed that an Iranian student 
had been expelled on Tuesday 
“for reasons of national secu- 
rity”. He was the 10th Iranian 
ordered out this year. 


Brussels seeks Pretoria and ANC begin historic talks 


new powers in 
airline pricing 

By Thm Dickson In Brussels and Paul Betts In London 


THE European Commission is 
seeking Anther powers to stop 
predatory pricing and other 
anti-competitive behaviour by 
Community airiimw to guaran- 
tiee the deregulation of Euro- 
pean skies by 1892. 

The EC Is particularly con- 
cerned that established 
national canters risk squeez- 
ing out s maller airlines by 


If adapted fay member states, 
the proposed amendment to 
the EC’s competition regula- 
tions will enable Brussels to 
step in to suspend certain prac- 
tices Immediately pending fur- 
ther I n ve sti ga ti on, rather than 
owing its current procedures 
which involve a three to four 
months delay. 

“The proposal reflects the 
aim of creating a liberalised, 
single market in ait transport 
in which competition £b maiu- 
fawnwl and the consumer bene- 

fits," an EC official said. 

“That is especially important 

whaiBJ WBmift nMlno k frying 

to estebtish ifoelf Ju;t^elmm> 
ket, or a newcomer Is offering 
new campetttfaxi by newsdied- 
nles ,cac lower juice s. H we dent 
act quickly the victim may go 
out of business," the official 
added. 

Hie mo ve cc tocides with a 
growing controversy in the UK 
airline market following allegar 
ttans yesterday by Mr Mich a el 
Bishop, chairman of British 
Midland Airways, of predatory 
behaviour an the Gtesgow-Lan- 
don Heathrow service by Brit- 
ish Airways. 

-Mr Bishop also attacked 
BA's dominant position at 


Heathrow, the UK’s leading 
airport, and renewed his oppo- 
sition to BA’s plammH acquisi- 
tion of a 20 per cent stake in 
the new Sabena World Airways 
group. ... 

BA vigorously rejected Brit- 
ish Midland’s allegations of 
predatory practices, denied it 
was malting losses an domestic 
routes and said It did not 
divulge individual route 
results for commercial reasons. 
Tn turn, it accused British Mid- 
land of not seeking competi- 
tion. "They are seeking protec- 
tion from competition by 
substitution of themselves for 
British Airways dr other UK 
airlines," BA said. 

The problems of amaller arr- 
11 pm nave also been high- 
lighted this week by the bank- 
ruptcy of German Wings, a 
recent start-up independent 

nMhiP. hawiMn Mrnilnli 

; Practices . which may be 
re g ar ded as predatory 
provfafihg so much capacity ah 
a route that other afaiines find 
it difficult to sell theljr services; 
charging, three appreciably 
hdnw thn 'carrier’s mil costa? 
or g w mil wj f loyalty 1 wmM» to 
passengers “which artificially 
maintain their loyalty to a spe- 
effle airttne.’* 

British Bfldhmd’s complaftit 
involved allegations that BA 
had boosted capacity and fre- 
quencies on the Glasgcrw- 
Heathrow service to drive out 
competition. BA said it had 
increased daily ffl ghtu to Glas- 
gow in response to demand. 

Under the new EC proposals. 
Commission officials stressed 
that member states would be 
kept in touch . with 
Continued, an Page 18 
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Historic talks between .South. 
Africa’s white minority govern- 
ment and the African National 
Congress (ANC) about aiding 
apartheid -.began yesterday 
with Mfr T Wfwm Mandaihi call- 
ing for an end to the “master 
and servant” relationship, 
w rit es Patti Waldmrir in Cape 
Town. 

In the opulent garden of 
magnificent Groote Schuur 
mansion in Cape Town, South 
Africa's two most powereful 
politicians, President F.W. de 
Klerk and Mr Mand e l a , deputy 
president of the ANC, stood 
side by side for their first Joint 
press conference. 


Mr Mandela will Have talks in London with Mrs Margaret 
Thatcher, the British Prime Minister, am July 8 and 4, it was 
officially announced yesterday. Mrs Thatcher originally 
invited Mr Mandela to visit Britain on February 11, tire day 
he was sat free after having spent 27 years in Jafl. 


Framed against the white- 
washed games and varnished 
teak windows of the house 
both men spake of democracy 
and peace, and hailed the meet- 
ing as a step towards a solu- 
tion to South Africa's prob- 
lems. This view was disputed 
by the ultra-right Conservative 
Party, whose 39 MPs staged a 
walkout from parliament in 


protest 

The immediate aim of the 
talks, which are set to end 
tomorrow night , is to remove 
ob s t ac les to discussions on the 
real issues: a constitutional 
system to end apartheid and 
give tiie vote to the country's 
unenfranchised blacks; an eco- 
nomic system which wQl pre- 
serve South Africa’s relative 


prosperity an the African con- 
tinent but distribute the fruits 
of prosperity much more 
widely. 

The two sides met for four 
hours before adjourning for a 
working dinner. In a joint 
statement issued last night 
they said the meeting had 
focused on “a general exposi- 
tion" by the ANC and the gov- 
ernment of obstacles in the 
way of constitutional negota- 
tions- These included the 
release of political prisoners, 
return id 1 exiles and the ques- 
tion of the ANC*s armed strug- 


on Page 18 


Philips seeks up-market image 
with stake in Bang & Olufsen 

By Laura Raun In Amsterdam and Hilary Baraas in Copenhagen 




PHILIPS, the Dutch electronics 
group, is buying 25 per cent of 
Bang & Olufsen (B&O), the 
Danish audio, ami video equip- 
ment maker, for DKriMOm 
($53m) in an attempt to 
enhance its range of premium 
products. - 

Philips, Europe's largest 
electronics company, is recog- 
nised for its hlrii technology, 
having invented the compact 
disc and audio cassette. But it 
has been fimlfed for weak mar- 
keting. 

* Mr Wim Wlrisen, manag ing 
director of Philips' consumer . 
electronics audio division, said 
the group wanted to 
strengthen its position in the 
p r em mtn marina* for ™Hn and 
video products while learning 
fr om BAG'S dmrtg - n awl market- 
ing. 

Philips* own label and its 
Marantz subsidiary are upmar- 
ket brands, but BAO appeals to 
a nd ta and video counrisseurs 
who are as concerned about 
file appearance of their equip- 
ment as .the sound and picture. 
BAG will continue to market, 
under its own labeL 
. The deal will be accompan- 


ied by a restr u cturing of B&O. 
The present Bang & Olufsen 
frill become B&O Hplding and 
the manufac t uri ng operations 
will became a subsidiary, Bang 
& Olufsen A/S. Philips wifi 
acquire 25 per cent in the sub- 


PMnpa and B&O have rights 
of refusal on further 25 per 
cent atekasjn each other and 
the 75-25 per cent relationship 
cannot be changed unless both 
parties agree. The deal wffl not 
give Philips a place on the 
B&O boanL B&O’s share price 
jumped from DKr415 to DKr480 
when the deal was announced. 

Mr Vagn Andersen, B&O’s 
managin g. director, described 
the deal as a marriage of 
B&O’s talent- for design and 
intelligent application of tech- 
nology with the genius at Phil- 
ips in research and develop- 
ment. He stressed the 
longterm strategic dements of 
the deal .between two compa- 
nies which have had a 
long-standing relationship, not 
least through Philips' supply of 
components to B&O. 

Various agreements on 
co-operation within the 


MARKETS 


of technology, purchasing, 
components atm marketing are 
expected to be concluded by 
October. 

Philips is paying DKrMOm 
fix- shares with a fece value of 
DKrl67m, taWng equity capital 
in B&O’S m a w ufa r i iiriii g arm 

to DKtiMlm. 

Tfa n g & Olnfseu, which ha»; 
3,800 employees worldwide 
compared with 60,000 at Phil- 
ips, has staged a strong recov- 
ery in profits following a dip in 
demand fix: tts producte after 
the 1987 stock market crash. It 
reported pre-tax profits of 
DKr36m in the year ended May 
31, against a loss of DKrlfim in 
1987-88. The recovery was con- 
tinued in the half year wwiwi 
November 30, when pre-tax 
profits were tip from DKx2m to 
DKr26m and sales jumped 22 
per cent to DKrl.l8tm as prod- 
ucts were launch e d in the US. 

Philips also owns 32 per cent 
of Grundig of Germany. As a 
result the European Commis- 
sion may want to review the 
dqal although Philips could not 
say yesterday 'whether Brus- 
sels had been notified. 



US-CC farm fallrei A subtle change In tone if 
not in substance 

Taiwan! Political Instability gives stock 

exchange foe jitters — 7 

P u rf w — lawi The path is cleaned for non-US 

issuers — 13 

Managements Seeking a wider market for a 

perfume of Arabia — — 14 

French eco n omy Buoyancy at the expense of 

the country’s wage earners ,17 

Todmologyi Quality game of follow the leader ! 
in Japan - .31 I 

Pensions Fund Investment Survey « Section K \ 

Europe -— 24 Mala Tt,T2 

ffi gy.!? 9 - bj cSmwoflfttaa *2 

Companies 2* Croword «■ 

Work! Trade • — s Com ande o A money — 4t 


European unions doing not hi ng 
Is not an option for the UK 

Mrs Margaret 
Thatcher. British 
Prime Minister, is right 
in saying other EC 
members do not know 
what they mean by ' 
political union, but this 
kind of discourse is 
^ simply not accepted 
across the channel 
Pages 
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(WE NEVER BELIEVED IT WAS POSSIBLE 
UNTILWE CAME TO SWINDON.) 

In their search for a UK base Honda found it hard 
to befieve that any one place could have so many of the 
right assets - an ideal position; cost-effective and modem . . - - . 
premises; superior teleoonirmjnioations; a strong mani^- • »• ’ 

factoring background; an excefient workforce; and an 
enviable quafity of Efk 

Swindon proved it posable. In short, fa has the perfect 
business and living environment, winch is of course vital to the 
success and well-being of any company and its staff. 

To explore Swindon's pandbaKas for youraetf, contact 
Keith Duesbury on Swindon (0793) 496924 now. 

s ® ® © d o N 

ECONOMIC DEVELOPMENT 


SCOV ER OUR SECRET 
Contact Keith Duesbury on Swindon (07P3J 496924 now. 
ItaMsdbunBorai^Gowirihuana^efdtareUfo 
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EUROPEAN NEWS 


Poles and Germans in border talks I 


By Christopher BoblnsU In Warsaw 


SENIOR Foreign Ministry 
officials from Poland and the 
two Germanys will meet here 
today for the first time to dis- 
cuss a planned treaty under 
which a united Germany 
would recognise Poland’s west* 
era frontier. 

The meeting comes just 
before the “two plus four” 
talks on German unification in 
Bonn on Saturday and during 
a visit by Mr Richard von 
Weizsacker, the West German 
President, aimed at dispelling 
Polish anxieties about a united 
Germany. 

“Poland’s current western 
frontier will remain unviola- 
ble", Mr von Weizsficker said 
yesterday. “Neither today nor 
in the future do we make any 
piahriB whatsoever on territory 
in Poland or in any other 
neighbouring country.’’ 

He added a warning that “we 
should be careful that the 
newly won freedom from coer- 
cion under the dictatorships 
does not cause old antago- 
nisms to break out” 

Poland has a$kpd that a for- 
mal treaty recognising its west- 
era frontier be initialled by 
both German states before uni- 
fication and signed thereafter. 
Today’s meeting is expected to 
focus on this question, 
regarded as crucial by the Pol- 
ish Government 

Earlier In Gdansk, Mr Doug- 
las Hurd, the UK Foreign Sec- 
retary, met Mr Lech Walesa, 
leader of the Solidarity trade 
union. 

Mr Walesa expressed con- 
cern that “90 per cent of the 
population were experiencing 
difficulties” as a result of eco- 
nomic austerity measures. But 
he pledged supp o rt for the Pol- 
ish Government “My union 



Getting to know the general; President Wehssicker with Gen JarozeZ&ki in Warsaw yesterday 


will support this Government 
because we think it is doing 
the right things,” he said. 

The Foreign Secretary was in 
Gdansk retracing the steps of 
Mrs Margaret Thatcher, the 
Prime Minister, when she vis- 
ited the dty in October 1988 
several months before the fall 
of the last Communist Govern- 
ment Mr Hurd said that the 
Solidarity leader had tcM him 
that “the west must help 
Poland, must help the private 
sector, must help to build new 
enterprises but not through 


huge government loans.” 

Mr Walesa explained that 
the fact that western business- 
men their counterparts in 
Poland were still talking differ- 
ent languages was a heritage 
of “more than 40 years of Com- 

mnalam" and nwt twn jm M 
be taken fafa account. 

• The US trade union move- 
ment is looking to invest some 
$250m worth of its pension 
fnwria in Poland over me next 
five years, according to Mr 
John Joyce, a deputy chairman 
of the AFL-dO trade anion 


congress, who is on a visit to 
Gdansk. 

Mr Joyce, who Is on the' 
movement’s pension invest- 
ment committee, ttwt he 
was exploring the possibility of 
investing $40m in the country 
“within the next year.” The 
American unions wanted to 
Invest in projects identified 
and harfrwi by institutions 
the Wodd Rank, the Interna- 
tional Mmetar y Fund, and the 
US Government’s Overseas Pri- 
vate Investment Agency, he 
said. 


increase 
investment 
in Europe 

AMSTERDAM Airport ScUpd. 
the company operating the 
Netherlands’ airports, -wifi 
today unveil the first stags of a 

Fl L5bn ($794m) investment 
prog ramme aimed at helping 

the Dutch capital's Schlpol air- 
port become one of the key 
European hubs In tits 1990s, 
write s Paul A Vr n ^ iOTt< 

The first part of the project 
— a Fl 180m pder being opened 
tomorr o w — will increase the 
airport's c a pacity from about 
lfim passengers a year to about 
18m. A Fl 500m <$M3n) termi- 
nal due to open in 1993 will 
increase capacity to as many 
as 27m passengers. 

The Dutch airport is faring 
increasing competition from 
a i rport companies in the UK, 
France and West Germany. 
BAA, the company which runs 
Heathrow, Gat wick and 
Stansted, has invested more 
than £l hn ( fL64hn) since 1986 
in developing new and existing 

tBrmfngl hnildingB. 

ASroporta de Pads, which 

rrmtmk the Puri id hti afrDOfts. 

is investing FFrlAbn (f240m) 
this year and FFtUflm next 
year m an attempt to create a 
Eurohub. 

Lafontaine home . 

Mr Oskar Lafontaine, the- 
West German opposition's can- 
didate for Chancellor who was 

almnrt MTleH In an mHamth w . 

turn attempt, left hospital yes- 
terday with doctors recom- 
mending that he give 
campaigning a rest. Renter 
reports from Cologne. 


Revolt against Moscow 
gathers pace across Union 


Soviet D-Marks call rejected 


By Leslie ColHt in East Berlin 

THE EAST German 
Government has rejected a \ 
Soviet call far trade to be con- j 
ducted in D-Marks from July 2, < 

when the West German cur- 
rency will be introduced in j 
East Germany. 

The Soviet demand for pay- i 
ment in hard currency six ] 
months earlier than previously } 
agreed was raised during the 
visit to Moscow last weekend 1 
by Mr Gerhard Fohl, the eco- \ 
nnmlcs minister, as part of a ] 
delegation led by Mr father de • 
Maiztera, the Prime Minister. i 


East German-Soviet trade 
until now has been conducted 
in transferable roubles on a 
clearing system baste. 

“We are opposed to pay- 
ments In D-Marks for Soviet ail 
and gas as it would be very 
costly for us," Mr Karl-Joachim 
Haaaa, the spokesman for the 
Economics Ministry, said 
Mr Haase said, however, that 
his Government was prepared 
to pay large subsidies to com- 
panies in order to maintain 
vital exports to the Soviet 
Union. Moscow has Indicated 


that Tnafntafwfld fra** is one of 
Its conditions for Soviet 
approval of German unifica- 
tion. The Bonn Government 
has also assured the Soviet 
Unio n that it will ho nour East 
Germany’s trade commitments. 

In a further demon st r ati on of 
its economic goodwill toward 
Moscow, East Germany agreed 
on short notice to deliver 
p hw 25 Qm worth of meat, sau- 
sage mnwima* goods thin 
year, which are in critically 
short supply in the So vied 
Tfaiwi. 


De Maiziere pledges 
clean up of Bitterfeld 


EAST GERMAN Prime 

Mlnlriw T-nthar de Uateift ra, 

campaigning ahaad of local 
elections this weekend, visited 
one of Europe's most poQntad 
towns yesterday and promised 
a costly cleanup package, Reu- 
ter reports from Bitterfeld, 
East Germany. 

“We know that the Bitterfeld 
region has been particularly 
exploited,” Mr de MaMie told 
the local counriL 
Bitterfeld, 180km south of 


Berlin, is a soot-covered town 
ringed by chemical plants 
spewing toxic waste into rivers 
and smoke stacks belching 
noxious fames. 

“In the past (the Communist 
gmnp rmnpni) just took and did 
not give in return,” he said. 

Mr de Mairibre said his con- 
servative-led coalition, which 
took office last month 'after 
elections on March 18, felt 
obliged to im prove living can- 
ditians In the Bitterfeld region. 


By Quentin Peel 

THE SIGHT of Soviet 
■ demonstrators openly defying 
President Mikhail Gorbachev 
and ruling Communist 
= Party on a May. Day parade 
before the hallowed tomb of 
Vladimir Lenin was symbolic 
of the explosion of political 
debate across the Soviet Union. 

It was not just anti-Commu- 
nist slogans which were bel- 
lowed by radical protesters in 
front of the mausoleum. The 
supposedly loyal trade union- 
ists who were the first to 
march on Tuesday paraded 
j their own hostile criticism of 
the economic reform pro- 
ems, rigiwnuiftig a national ref- 
erendum an plan to switch 
to a market economy. 

In the end, that challenge 
may be more of a threat to the 
Soviet leader's ambitions than' 
the denunciations of the Com- 
munist Party. 

The event illustra ted dra - 
matically how Mr Gorbachev’s 
a tte m pts to li berali se toe rid 
autocracy and promote a genu- 
ine devolution of power from 
the centre have set off an often 
chaotic debate. The plethora of 
nationalis t flan at the wmwfe 
Including dozens from rebel- 
lious Lithuania;' Showed the 
clamour for national auton- 
omy. 

The question now is whether 
the proceas Ib atm one of devo- 
lution, or has became one of 
iWiriwteg rcutlCTl. 

The political decision by the 
Baltic republic of Lithuania to 
secede was dearly a rebellion 
against Moscow - although 
perfectly legal in terms of the 
Soviet con stituti on as it stood 
on March 1 1 Sr .liHintwr^riv w 
effect was compounded by 
President Gorbachev's decision 
to impose an economic block- 
ade an the republic in an 
a tte mpt to bring it to bed. 

Yet Lithuania is only the 
most extreme example of a pro- 
cess now under way in many 
parts of the great Soviet 
empire. Whether deliberately 
encouraged or not, the rule 
end the laws of Moscow are 
now bring more or less openly 
defied by everybody from Indi- 
vidual republics, to regions, 
ritiwi, enterprises and workers* 
organisations. 

AH toe Baltic republics now 
impose restrictions on the 
goods arid fbodstnffo that can 
be henfift* by nonresidents on 
their territory and taken to 
other parts of the tntfan. So 


THE FIRST Soviet congress 
of independent trade unions 

hna voted to form a council 

to unite the country's unoffi- 
cial workers' groups in a 
challenge to the state labour 
movement,. Renter reports 
from Moscow. 

“The is to uwita all 
farces and to guarantee the 
drills of wodong people in 
this difficult economic situa- 
tion,” aaid a spokesman in 
Novokuznetsk, the western 
Siberian city in which tiie 
meeting was held. 

The congress express«| 


support for the breakaway 
republic of Lithuania ana 
agreed to farm an organisa- 
tion to defend the rights of 
rural workers. A resolution 
condemning the Soviet lead- 
ership for takin g the econ- 
omy to the brink of collapse 
was also approved. 

does the huge city of Lenin- 
grad. They have imposed what 
amounts to an economic block- 
ade of the rest of the Union. 

For example, from May 1, 
Estonia's Economics Ministry 
established “export quotas” of 
wood, leather and fur not only 
to foreign countries, but to 
other Soviet republics. 

On April 20, the Central 
Asian republic of Uzbekistan, 
ruled by a loyal Communist 
Party leadership, suspended 
deliveries of many vegetables, 
fruit and dried fruit to the rest 
of toe USSR until June 1 “in an 
effort to stabilise its domestic 
market.” Exports of locally 
produced goods Including fur- 
xriture. TV arts. ww« <mH elec- 
trical appliances have been 
drastically cut, according to 
Tass, the official news agency. 

The Western Ukraine, now 
ruled at the local level by 
Ukrainian nationalists is coor 
tanplating doing the same — 
restricting shipments of «««* 
imH other ft * 11 * 1 

The region has gone even 
farther. The new rulers of 
Lvov, .the regional capital, 
have formally adopted the 
national blue-and-yellow 
nationalist flag of Ukraine, 
although they are not a repub- 
lic.. 

The rid red flag of Soviet 
Ukraine has been iwmish««i to 
an invisible site at toe back 
door of toe council buildings. 

In the southern Trans-Cauca- 
sus, the revrit against Moscow 


fe if taken a host of different 
forms. The most blatant are In 
Azerbaijan, where railway 
workers have been imposing a 
blockade on neighbouring 
Armenia in total defiance <5 
Moscow for months. Mr Gorba- 
chev, and the Supreme Soviet 
in Moscow, have ordered tost, 
it shall cease. A law was 
passed outlawing any strike 
action on the railways and 

other essential serv ices. AD the 
power of the Ministry of the 
Interior’s troops has failed to 
lift the action. 

Another group of Azerbai- 
jani workers, In the town of 
K^ftr-yha, seized control of their 
eSafevisIon station, and refused 
to transmit national television 
news, replacing it with local 
nationalist discussions. 

In neighbouring Armenia, 
protesters have been dlsmanfl- 
Sng all roadsigns bearing the 
name of Lenin. In Georgia, 
they have demolished every 
statue of Lenin in every major 
town except Tbilisi itself, 
where it is said to be under 


The process of floating the 
power of Moscow has guts fur- 
ther. Same regions are simply 
refusing to enact new legisla- 
tion, either because they find it 
too conservative, or too radi- 
cal. Thus the autonomous 
republic of Kbmi has never put 
into effect restrictions an co- 
operative businesses approved 
by the Council of Ministers. 
Other regions are refusing to 
register any co-operatives at 
alL 

At enterprise level, the 
crumbling economy has pro- 
moted a host of semi-legal or 
openly Illegal practices. Facto- 
ries have long been invrived in 
direct barter transactions to 
get around the bottlenecks of 
central purchasing- Now they 
are forced to use other devices, 
Bke priming thrir orders with 
scarce ddDars, to ensure sup- 
plies. 

As for the workers them- 
selves, toe average number on 
strike each day this year has 
reached latMMO, comp ar ed with 
100,000 a day last year; in spite 
of wgfaflatitm which sought to 
outlaw such action in a range 
cf key industries. Indeed. Mr 
Vadim Bakulin, the Interior 
Minister, openly miinftB that 
the new law gave him no pow- 
ers to stop the strikes, other 
than tite power of exhortation. 




Anyone 
can offer 
‘Contract Hire’ 


- trust Volvo 
to come up 
with ‘Contract 
Lower’. 



As a result of proven product refiabOHji Volvo Contract Hire rentals, on new contracts, are redneed— significantly! 



Special low rentals available to 31st July 1990. Contact your local Volvo distributor today. 

Aberdeen: Tel (0224) 781782. Ammonite Tel (0272) 823WL Bartend: TO (041) 881 5851. Broxbamr Td (0506) 856892. CsrfWe: TO (0228) 29262. CteM-te n t TO (0274) 851111. Dwitagtvec TO (0325) 355KWL Kettwitt Td (0536) 516233. 
UjgbbMi BazanfcTM (0525) 8SIS5L Uwtpoeb TO (051) 546 529LU«rf«n,CMngtonl:Td (081) 529 8686. London. RUum TO (07842) 4357L MaUUonR Td (0622) 7108IL Mmc tea ter . - TO (061)406 6620. Nonrfdc TO (0603) 424266. 
NewcadleMwdcP'IyiiKs TO (0782) 566400. Tteilj pi hld . TO (0443) 842216. S hi m abnry Td (0743) 23634L Sonth-p te c TO (P7U3) 663300. Wbtedfc TO (0922) 72094L Wbottom Td (04698) 43L ! 

Available to business users only. All applications subject to Contract approval and underwriting by AikaThick Finance Ltd. 
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AH smiles at the snmadt. But Hn Thatcher's views are.fatexeasingly seen as irrelevant 

Europe union: do nothing is not an option 


M RS THATCHES ia, of 
course, quite right 
when she says that 
the other members Of the Euro- 
pean' Community do not know 
what they mean by the politi- 
cal union they seem deter- 
mined to pursue. But she is 
quite wrong if she thinks that 
the gibe is conclusive, or even 
relevant Her kind of discourse 
may be admired In Downing 
Street, but it is simply not lis- 
tened to on the other side of 
the fihaiHMl. 

This much is obvious from 
the unfolding of events in Paris 
last week, and in Dublin on 
Saturday. On Tuesday of last 

IAN DAVIDSON 

ON EUROPE 


week Mr Douglas Hurd, the 
British Foreign Secretary, gave 
a French audience a reason- 
ably urbane version of 
Britain's well-known reserva- 
tions about political union. 
And he broke constructive new 
ground when he went on to 
appeal for much closer 
co-operation between Britain 
and France in thinking about 
Europe’s new defence struc- 
tures inside the western alli- 
ance. 

He might as well have saved 
Us breath on both c o unt s . Two 
days later the Ftench President 
and the .German Chancellor 
announced that they were 
launching their own bilateral 
study of Europe’s defence 
needs. They also called far an 
early commitment on. negotia- 
tions on political nwinti m the 
EC, a call which secured an 
effortless majority of the other 
member states at the wnmmtt 
in Dublin. 

There was a time, not very 
long ago. when Mrs Thatcher’s 

a subject of mildly anxious 
debate in oth er capi tals. Now 
her views ore. regarded simply 
as an- ixxeievaut. nuisance, b 
that iensd PqhHn matte .an 
important 'watershed, both in 
the margihaBsation of Mrs 
Thatcher, and in the develop- 
ment. of theCo m m uni t y itselL 

In one form oar other, eco- 
nomic and monetary: union is 
now widely regarded as a fine- 
gone conclusion, even though 
there are still six mouths to go 
before the opening of formal 
negotiations on the of 

an EMU treaty. And some form 
of political treaty now looks 
almost equally probable, 
despite current uncertainty 
abend its content 

H Mrs Thatcher has lost her- 
power to mesmerise the rest of 
the Community, it is partly 
because she is m political and 
economic trouble at home and 
is no longer the triumphant 
standard-bearer oT invincible 
economic and. political truths. 
But a mom-important reason is 


that tbs torrent of change in 
the real world of eastern 
Europe and the Soviet Union 
to demand a response 
from the members of the Euro- 
pean Community, and to most 
of them lbs Thatcher’s foot- 
dragging looks irrelevant and 
indeed absurd. 

The absurdity is, alas, piti- 
fully self-evident, hi Dublin 
Mrs Thatcher proclaimed her 
determination to protect the 
B prt«h monarchy any 

threat from political nninw in 
Europe; but the threat she 
HftnniinMMi is purely imagi- 
nary, since half of the member 
states are headed by royal fam- 
ilies, and none intends to abol- 
ish its wmwwmKy in ttw thiim 

of same revolutionary federal- 
ism. 

But what about hear central 
objection, that the others do 
not know what they mea n by 
political union, or at any rate 
have not yet agreed on the 
meaning? Is tfafa not a tea l 
charge? Unfortunately far Mrs 
Thatcher, it is not The critical 
di viding Him fn fhA Commu- 
nity Is not between those who 
know and do not know what 
they mean; it is between those 
who want to do something, and 
these who want to do nothing. 

With the vagaries of peres- 
troika in the Soviet Union, the 
uncertain, consequences of Ger- 
man unification, the quandary 
of arms and t he ques- 

tion mark over America’S role 
in Europe, western E urope an 
countries are fined with a mot 
ti-dimeusional series of prob- 
lems which are so oomplai, so 
unpredictable, and so poten- 
tially dangerous, tk* they can- 
not be solved by taking 
thought. The only plausible 
policy response is to find 
friends. 

That is the only reasonable 
explanation of the FraunGer 
nee -'Undertaking And; 
fcHnAyiriftw fo press - 
ahead with: negotiations on 
political union. There is no 
more reason to «««""■* an a 
priori' agreement on defence 


aide, and the third will not be 
available for very long 
This does not mean that the 
other members of the Commu- 
nity will eztfoy a paftiiw«g ha* 
towards agreement on political 
union and European 
On the contrary, they fa ce an 
ag onising reappraisal of tradi- 
tional assumptions and old 
alignments. If the West is to 
mount a serious »THw< 
of western Europe with much 
lower force levels generally, 
and with many fewer Ameri- 
can troops, it can only be done 
on two new assumptions: the 
Europeans will have to bear 
most of tiie wMywndwnwy far 


their own defence, nn, *k«r aa 
well as conventional; they 
will all have to in an 

degree of mili- 
tary kfaigw>Hnn [ inrtmUng the 
French. 

That win not be at an easy; 
and it may be that the political 
union treaty which emerges 
from the negotiations win be 
mostly wind and waffle. But it 
would be stupod then, as it is 
stupid now, fin- Mrs Thatcher 
to stand and jeer. Her posture 
of national inwinhfHam is not a 
response to anything, and cer- 
tainly not to the earth-shatter- 
ing changes which are taking 
place in the world around her. 


Brussels 
to extend 
financial 
aid to east 

DETAILED proposals for 
extending financial assistance 
to five newly democratised 
countries in eastern Europe 
were endorsed in Brussels yes- 
terday, writes Thu Dickson in 
Brussels. 

The European Commis- 
sion - co-ordinating the 
s&called Phare progr amm e on 
behalf of 24 western nations 
(G24> - agreed that Bulgaria. 
East Germany, Czechoslovakia, 
Yugoslavia and Romania 
shou l d be krimipH 

Areas of support will be dis- 
cussed by a group of experts 
from the G24 in three weeks’ 
time, and are likely to form the 
basis of a full ministerial 
agreement in Jane or July. 

No commitments have been 
made on the scale of the 
enlarged operation, which so 
far only applies to Poland and 
Hungary. Tim 12 EC countries 
allocated Ecu500m ($610.00m) 
for Phare in the 1390 budget It 
is likely that this contribution 
will be Increased to around 
Eculbn (SL22bn) by 1992. 

The p rincipa l areas of finan- 
cial assistance proposed by the 
Commission are improved 
access to western markets, 
food aid, training, the environ- 
ment, investment and eco- 
nomic restructuring, a»H finan- 
cial support. 


Commission proposes cuts 
in truck diesel emissions 


By Tim Dickson in Brussels 

PROPOSALS to cut pollution 
from diesel driven lorries by 
between 40 and 60 per cent 
were agreed yesterday by the 
European Commission. 

The pla", if adopted by mem- 
ber states, will land industry 
with a large but as yet unquan- 
tifted bill to make the neces- 
sary adjustments. 

It follows the culmination 
last year of a long and politi- 
cally charged EC battle to cot 

emission levels from cars. 

Unveiling the new directive 
at a press conference in Brus- 
sels Mr Carlo Ripa di Means, 
the EC’s Environment Com- 
missioner, pointed out that 
“harmful gas from an types of 
road transport represent 90 per 
flftnt of carbon dioxide caused 
by man's behaviour, 50 per 
cen t of an hydrocarbons, and 
60 per cent of nitrogen oxides." 

Referring to the much 
greater use of roads than rail 
or rivers for the purposes of 
commercial transport, he com- 
mented: “The carriage of trans- 
port by road is a cancer which 
we cannot delay dealing with. 
The EC must have the win to 
find sphitinwa to problems that 
cannot be put off until tomor- 
row." 

One ri gnffieflnt dimension of 
yesterday’s ann ouncement is 
the bearing which the pro- 
posed directive may have on 


negotiations between the Com- 
munity and Austria and Swit- 
zerland. 

Inspired mainly by environ- 
mental concerns these two 
countries have both placed lim- 
its on vehicles crossing their 
territories, though Austria’s 
ban on nighttime driving is 

The plan, if adopted 
by member states, 
will land industry 
with a large bnt as yet 
unquantified bill to 
make the necessary 
adjustments. One sig- 
nificant dimension of 
yesterday’s announce- 
ment is the bearing 
which the proposed 
directive may have on 
negotiations between 
the EC and Austria 
and Switzerland. 


mainly to do with noise. 

Mr Rim di Means yesterday 
promised new Brussels propos- 
als on noise lfanttB later 
year and painted oat that the 
new limits for diesel lorries 
from the Commission would be 


identical to those due to come 
into effect next year in those 
two neighbouring states. 

Commission officials say 
that manufacturers have the 
necessary technology to meet 
the new standards for diesel 
motors and that following con- 
sultations Brussels believes 
that a two step approach is 

appropriate. 

The first will come into 
effect at the mtm time as the 
new car emission levels(July 
1992-January 1993) with the 
second tougher regime sched- 
uled for 199&97. 
m Mr Michele Lacalamita, 
P residen t of the Association of 
European Community Shi- 
powners, yesterday called on 
the EC to improve the effec- 
tiveness of port inspection pro- 
cedures for vessels. 

Commenting on “the number 
of recent accidents" he said 
that any developments in the 
field of safety standards and 
crew qualifications should be 
"internationally agreed" and 
that any EC remedy "would 
lead to a dangerous prolifera- 
tion of different and conflicting 
requirements worldwide.” 

However, port state control 
mechanisms were sometimes 
“lax" and a European co-ordin- 
ating body would be welcomed 
by the industry. 


policy between France and 
Germany, than an a- priori 
agreement on political union. 
But France and Germany 
believe it ought to be in their 
interest to stick together, and 
the tame goes for the Twelve. 
As with marriage, so with 
political untan; it’s not what 
yon d o, it's who yon do it with 
that co unt s. 

When all the familiar cards 
of. intpraaUnmil utahitity are 

being thrown in the air, doing 
nothing is not a plausible pol- 
icy posture, especially if it con- 
sists of doing nothing on your 
own. Perhaps the British Gov- 
ernment would prefear to keep 
Nato 88 it Is, with its existing 
doctrines, of forward defence 
and flexible response, and with 
a substantial presence of 
Ameri c an ground forces in 
Germany. But the first two fea- 
tures .will simply not be avail* 



IG Metall workers in 
more wildcat strikes 


WEST GERMANY'S largest, 
union disrupted car and elec- 
tronics production yesterday 
with a second day at .wildcat 
strikes to push its claim for a. 
shorter w or k i ng week. Rentes 
reports from Bonn. 

Nearly TOJJOO members of the 
huge IG Metall union across 
the country' stopped work, a 
pnliin spokesman «ri<l 

The Opel car plant in 
Bochum was the worst hit as 
5,500 workers walked out, halt- 
ing production for several 
hours. 

IG Metall, the western 
world’s biggest union with 
about 3m me mbers , began its 
war of nerves with employers 
with strikes on Monday, the 
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eve of the May Day workers’ 
holiday. 

It wants wage rises of VP to 9 
per emit and a. cut in weekly 
working hours to 35 from 37. 
Employers have o ffere d a 5 per 
..cent increase over 15 months 
and to d i sc us s a cut in working 
hours in 1993. 

■The threat of a major strike, 
coupled with Infla tion fears 
based on tee introduction of 
the West German mark into 
East Germany in JUfy in prepa- 
ration fig unification, pushed 
the mark down on foreign 
g rri i a wp ! mwrfcats on Wednes- 
day. 

*Tt looks like things are heat- 
ing up -and the are 

being drawn for a major bat- 
tle," one trader said. "And that 
would be bad news for West 
Germany and the mark.” 

Yesterday’s strikes also hit 
Audi carmakers and the elec- 
tronics firm Tekfunken in the 
south of the country. More 
warning strikes are planned 
for today, Friday and Monday. 

• A three-year contract 
between the union and employ- 
ers expired at the end of 
Man*. During a 3&day coaling 
off period, which ended on 
Sunday, mitmw were not per- 
mitted to can strikes, nor could 
employers lock oat worisers. 

. Union leaders have pledged 
that if they do not achieve 
their aims in resumi ng 
m Thursday, they will decide 
next week whether to hold a 
Strike ballot for members. 


BASF/one of the world's lead- 
ing international chemical com- 
panies, has maintained its blue- 
chip status for more than a cen- 
tury. Arid it intends to keep it.. 

That’s why the BASF Group 
puts such high priority on 
investments in new plant and 
equipment as well as in R-&D. 

Strong Capital Spending 

At BASF, capital investments 
made in new plant and pro- 
cesses are considerable and 
always in line with the Group's 
longer-term strategy. Short- 
term economic fluctuations 
exert a minimal influence on 
investment policy. Existing fa- 
cilities are constantly evaluated 
and optimized. Measures 
needed for environmental pro- 
tection play a considerable role. 


BASF Group 

Capital Spending 
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This year alone, BASF will 
invest some DM 4.7 billion in 
plant and equipment, an ad- 
ditional increase over the record 
level of the previous year. A 
significant proportion - more 
than 40 percent - will be made 
abroad as part of the Group’s 
strong emphasis on geographi- 
cal diversification. 


The Blue-Chip innovators 


R &D a Top Priority 

In 1990, BASF is also invest- 
ing substantially in R&D in a 
broad range of specialized 
areas. Some 12,000 employees 
are working in BASF research 
laboratories. Successful inno- 
vation is one of the major factors 
contributing to the Group’s con- 
sistent performance over the 
years, and sizeable investments 
in R&D will continue to be an 
integral part of BASFs strategy 
in the years to come. 

BASF will be well worth 
watching as the Group invests 
in its blue-chip future. 


BASF Aktiengesellschaft 
D-6700 Ludwigshafen 
West Germany 


BASF 
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EUROPEAN NEWS 


Romanians intent on breaking their long silence Short extension 


Owen Bennett-Jones in Bucharest reports on an electorate developing an enthusiasm for campaigning 


A DEMONSTRATION on 
University Square In the centre 
of Bucharest which has been 
running almost continuously 
for a week now, seems to sym- 
bolise an electorate which, 
kept quiet for decades, now 
seems intent on making itself 
heard. 

Even a dawn raid by the 
security forces failed to 
dampen the enthusiasm of the 
protestors. In fact, it had the 
opposite effect, as the authori- 
ties have tacitly admitted by 
their subsequent inaction. 

Since that Intervention, a 
crowd, the size of which fluctu- 
ates between 200 and 5,000, has 
resolutely yelled anti-govern- 
ment slogans and displayed 
not the slightest intention of 
moving. 

Take a recent electoral rally 
of Mr Radu Campeanu, the 
National Liberal Party candi- 
date, in the Transylvanian 
town of Sfbiu. He addressed a 
crowd of about 3,000. The 
majority were his supporters 
but about 500 had come to 
heckle on behalf of the 
National Salvation Front. It 
looked like a situation with 
violent potential but instead 
developed into a singing com- 
petition between the two 
groups. 

“Down with Hiescu" and 
■‘Terrorists’* shouted the Cam- 
peanu supporters. “Up with 
Hiescu” and “Victory is Ours 0 
came the reply from the others. 


But when one man went so far 
as to throw a crumpled up 
piece of paper at the other 
camp he was immediately rep- 
rimanded by everyone around 
him. The chanting went on for 

several hours before the crowd 

dispersed and people returned 
to their h opum. 

Ifs an auspicious start to a 
campaign that has now begun 
in earnest with three candi- 
dates officially in the field. Mr 
Ion Hiescu, the interim Presi- 
dent and leader of the National 
Salvation Front is the favour- 
ite to win but opposition strate- 
gists argue that they still have 
a chance if they can force the 
vote to a second round. 

With the deadline for nomi- 
nations now closed, the three 
candidates are Mr Hiescu, Mr 
Radu Campeanu and Mr Ion 
Ratiu of the National Peasant 
Party. While the opinion polls 
published in Romanian news- 
papers are probably not very 
reliable, they are at least con- 
sistent in putting Mr Hiescu at 
the top of the popularity rat- 
ings. 

His personal support, how- 
ever appears to be lagging 
behind that for his party, the 
National Salvation Front. 
While the front consistently 
polls 50 per cent to 60 per cent 
support, Mr Hiescu himself typ- 
ically attracts around 40 per 
cent Mr Campeanu though, 
apparently draws a similar 
degree of support as his party: 


between 30 per cent and 40 per 
cent 

Mr Hiescu's chfcf frnwHrgp is 
his record as a Communist 
Party official. Opposition activ- 
ists have been circulating pic- 
tures of Mr Hiescu playing 
chess with the former dictator 
Nicolae Ceansescu.. 

Mr Campeanu, meanwhile, is 
having to fend off criticism 
that he did not suffer the priva- 
tions of life under the 
Ceansescu regime but rather 
enjoyed a luxurious life-style 

and according to the ever-ac- 
tive rumour mm, a decadent 
one at that whan he was living 
in exile in France. 

The third candidate, Mr Ion 
Ratio, head of the National 
Peasant Party, are polling 
between 5 per cent and 10 per 
cent. Supporters account for 
the low figure by arguing that 
the polls are bared on samples 
from the Mg cities and there- 
fore miss much of the peasant 
party support 

Nevertheless it’s unlikely 
that Mr a reputed mil- 

lionaire, who is widely per- 
ceived as haring been selected 
by the Peasant Party for the 
resources he would bring to 
the organisation, will be able 
to challenge the two front run- 
ners. He has already declared 
that he would bade Mr Cam- 
peann in a second round. 

But that may not be of too 
much concern to an opposition 
whose chief hope Is to pr e vent 


Pr esident Ion THus fn- 

faci ng in creasi ng opp osi- 
tion fivmi «wta ^fnv ermnen|t 

ijpynfiwctrM tnrs 

Mr Hiescu from scoring more 
than 50 percent support in the 
first round election on the May 
20 . . 

Under Romania's electoral 
law, if no candidate polls more 
than 50 per cent, then a second 
round of voting wfil be held on 
June 3 in which the two lead- 
ing candidates will fight it out. 

There is little to choose 
between any of the candidates’ 
policies. The National Salva- 
tion Front has issued the most 
detailed p ^n gnrnimn but more 
often than not it fan« back on 
tilarirl gprw>rnWt1>ft Tn fact, all 

d the party manifestos read 
Him hastily assembled lists of 
desirable objectives. And by 


and large they are aH the same 
with successive paragraphs 
describing importance of 
pluralist democracy and the 

<jf y rma mnrhte 

Into the economy. 

On economic policy the 
Front, like tire other parties, 
favours the famwadiate privati- 
sation only of small busi- 
nesses. There seems to be a 
consensus t hat control of the 
large enterprises and those of 
“strategic Importance 0 should 
remain In the Ranuusah- Gov- 
ernment's hwnHfl. Unlike th« 
other parties, however, the 
Front specifically supports 
allowing foreign companies to 
own 100 per cent of Romanian 
enterprises, although it fudges 
on the whole question of the 

n» p « 1 r liiHnn of profits. 

This would nuriniain the 
position by the interim 

g nw prm<*nt yp d gQB8 further 

than the opposition parties 
which aH talk about encourag- 
ing only joint ventures. Mr 
Vatin, it should be —M, p ar t s 
company with the National 
Peasant Party on this paint 
ppyi"P that h» . welcomes any 
farm of foreign i»r v w* r n« m * in 
the country. 

And tiw Front programme 
does go into some detail on 
prk% reform.’ Citing anticipated 
difficulties with almwlmilwg 
the present rigidly controlled 
price system, the Front says 
that in the short term, it will 
maintain prices bath between 


We spoil our passengers as much as 
we spoil our aircraft. 








enterprises and for retail goods 
at their current levels. 

fo the agricultural sector the 
Front supports giving land to 
tile peasants for their private 
use. But in a caveat hot men- 
tioned by the other parties ft 
would not allow the peasants 
to sell this' land but that, they 
could cnly_pass ft on to timtr 
children! This measure, the 
Front argues, will prevent any 
one landowner dominating the 
economy of a village. 

But as the parties them- 
selves know, tiie election is not - 
going to. be 'fought on policy 
issues: it is a battle for an elec- 
torate whose concerns and 
m o tives do hot . extend to the 

fine «tehrfl of for WMwrilft thn 

.plana for privatisation. The 
question rather Is, who do the 
people trust? - . 

The established post-rervoln- 
tikmary leader; .Mr Hiescu, or 
the man who says that the 
Front is too supporti ve of the 
old Communist str uct u re s , Mr 

fWpnunn 

The electorate seems satis-l 
lied with the postrevolntian- 
ary government. This is assod- , 
ated only with Mr Hiescu 
despite the fact that the opposi- 
tion has 50 per cot represents- i 
Hn>] jf» the prov isional council 
for national unity. ■ . 1 

Mr TBWrn is credited with i 
having provided more food, . 
beat Tight fa three months 
than the Ceansescu regime 
could deliver in 25 years. 


Tire well-being of our passen- 
gers is the main objective of 
our work — our raison d’etre. 
And, in this connection, we 
don’t make any qualitative 
distinction between the way 
we maintain our aircraft and 
the way we go about looking 
after you on the ground or 
in the air. Anybody who knows 


us at all will hardly raise an 
eyebrow when they hear we 
consider our aircraft no less 
important than our passen- 
gers. They know that - with 
an annual investment of DM 
2 billion In the servicing and 
maintenance of the fleet, 
with the training of our pilots 
and ground crews, as well as 


with our uncompromising . 
safety standards - we are 
one of the world’s leading 
airlines. And so, when we say 
we spoil you as much as we 
spoil our aircraft, you know 
what vre mean. After ail, what 
use is the loveliest smile in 
an aircraft that doesn’t meet 
Lufthansa's standards? 


© Lufthansa 


to shipbuilding 
subsidies systei 

By Lucy Kallaway in Brussels 




• **i , tu*n 




THE EUROPEAN Commission 
has proposed, that its system of 
subsidies to shipbuilders 

vivwiM be fear, a tor*. 

ther two years, rather than the 
five years hoped for by the- 

Industry. 

The shorter period wfll give 
the EC more flerihlflity in 
: n sgalial in g wi thin the OECD 
on. intemnHofimT agreement oil 
. shipbuilding subsidies. The 
Conunissfon bopes by the 
time tire ziew directive expires 
a broad agreement wfil nave 
been reached an the p h a s in g 
OUt Of all anbiflidea allowing 
the Industry to move gradually 
towards free competition. 

Under the present- directive, 
which expires at the end of 
iiifa year, . the maximum sub- 
sidy-permitted to the European 
■Kiptanning In dus try 1 b fixed 
by. n* Co mmissio n - and is 
currently at at 20 per cent. 


This level has bem hm $£ 
steadily reduced as tfie drf^W 
in the industry bats rotate' 

. The Conantorion jgatit ynBmjl fr 
day that any forther 
would be 

The new directive wffl lamg, 
Spain and Portugal undtt^ti*^ 
rules for the tost tftne,sn<i*Ri 0 
also contain tighter premskm* 
than before on aid tor.srfpffrv 
.ships. . ~ 

.'. • An EcuSOOm <$360m7 ; 

get for developing energy .net - 
works in the poorer parfs-af - 
. the community was agreed yes-' 
terday by the E u ropean' Cakak/ 
mission. The money wjB go 
towards building a naturalgas • . 
network in Greece andPorh^ 
gal, towards establis h l Bg com* 
cecttona between .tbe -egefeta&£ 1 
ity and gas networks fethe 
Southern States, and 
tions between the ' ga gjato t- : 
works of Ireland and titetJ&v / 


l urkey scraps pis 
for Kurdish camp 


TURKEY has ' scrapped a 
United NationMpcmsored proj- 
ect to build homes in central 
Anakfoa for l&OOO Iraqi Kurd- 
ish refugees, a UN official said 
yesterday, Reuter reports from 
Ankara. 

“We have been informed by 
the Turkish Funks Ministry 
on April 23 that the project, as 
its st and s , would be Stopped," 
Daniel Conway,. representative 
of United Nations High Com- 
missioner For Refrurees said. 

He «»id over gl4m had been 
ni«A»aii IntemationaHv for the 
protect in Yozgat prov- 
ince, 220km east of Ankara, 
and some of the Hands had 
already been. paid. • 

'. Turkish Foreign Ministry 
spokesman Mr Murat. Sungar 
said the project had been 
stopped alter reaction from, the 
people of Tosgat who had 
fo niiBii co mmut es to block the 
settlement of the Iraqi Kurds. 

About 13400 of some 36.000 
Iraqi Kurds who fled over the 
Turkish • border in July and 
August' 1968 'to escape Bagh- 
dad's military drive in the 
north, are living in a teat city 


in Turkey’s southeastern Mai^ 
din province. 1 
“The Iraq} refugees- torHaav - 
din fid not- want. to settie in. 
Yozgat either,*- Mr Sangur. 
said. “We simply do not-know :: 
what to do with the money ‘or 4 
pledges,” Mr Conway 
“Some donors have made thebe ' 

- pledges conditional oh beings 
used in Turkey,* be uOtiiajL ' . - <*■ 
■ The blggest pledgee ' te the 
project came ''from the United 
States with SSm! thaECwttiT/ 
SLZm and Finland'and Japan • 
with 31m each. Turkey reftues 
to grant official refugee status - 
to the haift Kurds dting an 
intematkmal agreement under", 
which it is not obliged fo- 
■ accept refugees ftcan non-Euro- . 
pean countries, v ; - v 

• The Government was . 
accused in the TmkfofrpressaT 
_ taking hasty measures ahead ' 
of May Day. which ended in 
violent dashes' between. pro- 
testers andpoRce, Renter adds. 
Two people were - shot and 
wounded and at .least seven 
policemen Injured - : $u Istanbul ; 
.where demonstratoksdflfted a 
ban on May I celebrations.:- 






go for a fresh 
injection oFcapii 


Is a lack. ,of f ina n cial support restricting your 
company’s growth? 

Discover the alternatives at Finance 90. 

Yon can explore die different options foe raising 
development capital. 

It could be tbe shot in' the arm your business 
needs. 

For yonr complimentary invitation phone ns on . 
081-940 2244. 

Busin s as ft Coiioiati 

FINA NCE 90 

Sponsored by 

&he JBaUg &elc$raph 


EUROPEAN MUTUAL ' 

FUNDS CONFERENCE JtjtjtI 

MONDAY 18th & TUESDAY I-DJnJL | 

19th JUNE 1990 

HILTON INTERNATIONAL, PARIS 

tiresuNCKBRauans 

• Goanuy profile ft matfcetmg oppatnoMes In S Bnopenoxuia 

* IVovitfing mvemaept opportunities to independent fim»icM |Znwiir Tto 
Fkedch afftowh • Enmpe. darfficad* 

OtaiBing die sdts pittpait m Lnamboug. 

CASKSIW. BOW ONE UKET TRUST COMPANY 15 TACKLING EUROPE 
Speakers from: 

“*A^colM«ocuJn det SodtbS. « Ponds Fn«b.TteilnUsA 
Co, Klemwmt Benson Unh Tmjts. ■ , ... 


«*wpretauom French -Bngti* 


57ASI Monhner Street, WIN Tm 

Td: (44) ,<07-083 ^ 41QQ ^ 








If the Chairman calls for economies. 




... As a Fleet Manager, it might behove you to Happier yet, maybe that price .stopped him people all but queue up for them, 

get to the Chairman first. . ..V dead, and he didn't bother to read on. Indeed, you're currently exploring both lease 

. Before the Chairman -gets to you. Possibly bran- Giving you the chance to inform him that the purchase and contract hire possibilities, 

dishing this ad. Passat is the roomiest saloon in its class. Dealing direct with the local Volkswagen 

And demanding, to. know why the Business. Andiis sir aware of other economies besides? - -dealer's fleet specialist. 

Passat -at just £9,600 wasn't brought to his atten- Passats, like any Volkswagen, are frugal to run. Funnily enough, you've got a call in right now. 

tion before now* . Are rarely off the road. Go 20,000 miles be- (0908 601611. Make a note. Sometimes 

Happily, you still have_ an excuse.. It wasn't . tween, services. it pays to be a little economical with 

available before now. . - And as for their second-hand value, you hear the truth.) Th© Business Passat 



, ' -PRICES EXCLUDE ROAD TAX, NUMBER PLATES AND DELIVERY. . . 

FOR. PRICES AND BROCHURES CONTACT VOLKSWAGEN INFORMATION SERVICE (53G>. YEOMANS DRIVE, B LAKELANDS, MILTON KEYNES MK14 5AN- TEl« (0908) 601611. TAX FREE SALES. 01-486 8411. 
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Arab foes step out on road to reconciliation 


By Tony Walker in Nicosia 

THE ARAB world took a step 
towards closing ranks yester- 
day with the visit to Damascus 
of President Hosni Mubarak of 
Egypt - the first to the Syrian 
capital by an Egyptian lea der 
In 13 years. 

At tiie same time, bitter foes, 
Syria and Iraq were reported to 
have toned down their media 

campaig ns n gains t each Other 
while efforts continue to 
resolve their differences. 

Mr Mubarak was greeted on 
his arrival in the Syrian capital 
with a 2l-gun salute and a 
warm hag from Syria’s 
President Hafez al -Assad . The 
Egyptian leader’s arrival was 
broadcast live on Syrian televi- 
sion. 

The late Egyptian president 
Anwar Sadat visited Damascus 
in 1977 shortly before he 
shocked the Arab world by 
going to Jerusalem in Novem- 
ber of that year. Egypt cut refer 
turns with Syria in protest at 
the virulent Syrian campaign 
against its peace treaty with 
Israel. Relations were restored 
last December. 

Mr Mubarak told reporters 
in Damascus that a process of 
reconciliation among the 
Arabs was “a vital and neces- 


sary step” to deal with, threats 
to the Arab world. 

Arab leaders have been 
stung into fresh attempts to 
resolve differences by fears of 
the threat posed to regional 
stability by the influx of tens 
of thousands of Soviet Jews to 
ferae L 

Mr Yasrir A rafat [ ehpjyfinni 
of the Palestine liberation 
Organisation, has been cam- 
paigning for an Arab League 
summit in Bagdhad this 
month to discuss the Jewish 
immigration issue. 

Mr Arafat fears that newly 
arrived Soviet Jews will flood 
the occupied territories, fore- 
closing possibility of any 
settlement of the Palestinian 
question for generations to 
come. 

Egypt and Saudi Arabia have 
not yet committed themselves 
tn su p po r ting c*hT1h far an mncr . 
gunny g nmrnft in tha T pyJ t ypj . 

taL Their support wDL depend, 
it seems, an whether the Syr- 
ian and Iraqi presidents can be 
persuaded to put aside their 
differences — if only momen- 
tarily - In the interests of 
Arab unity. 

Presidents Assad and Hus- 
sein, the two leaders of rival 


MW- 




President Assad (lefi) laid an a guard of honour for President Mubarak in] 


wings of the Arab Baath 
Socialist Party, have been at 
loggerheads for 20 years. 
Syria's support for Iran in the 
Chdf War further ex a cerbated 
their longstanding differences. 


President SbuMwm Hussein is 
also anxious to secure strong 
Arab enforcement for what he 
views as a western-inspired 
campaign s gaiwwt Iraq. 

Iraq lias come under con- 


certed criticism recently in the 
West over Its human rights 
record and its attempts to 
acquire a sophisticated arsenal 
of weapons of mass destruc- 
tion. 


Nepalese old guard sets up 
right-wing opposition party 


By KJK. Sharma In Kathmandu 

ABOUT 150 right-wing members of the dissolved 
National Assembly are to form a political party 
to oppose the new multi-party coalition 
government, led by Mr KJP. Bhattaral of the 
Nepali Congress. 

The new party, which has not been named 
and which does not yet have a leader, will be 
madfl up of adherents of the former “party-less 
democracy". Its members Inrimto three fa rmer 
prime minister s and 60 forma: ministers. 

The party-less system introduced 30 years ago 
was the basis of the administration in the 

Ertraalny qn kingdom until a papular mov ement 
for restoration of the multi-party system forced 
King Birendra to remove the ban on political 
parties last month. 

Since the coalition government took power a 
fortnight ago, Nepal has been swept by violence 
directed mainly at the police who. In the 
people’s eyes, symbolise the repre ss ion of the 
last 30 years. 

Violence fan? been curbed in Kathmandu, the 
capital, by a strict night curfew and army 
patrols. Bat it has spread to other towns and 
provinces, notably Bokhara. Members of both 
the extreme left and right groups are thought to 
be behind tin violence in which more than 50 
people have died in the past week. 


The new interim gov er n ment's main task Is to 
fonmifete a new constitution for Nepal but it 
finds itsdf saddfed with a serious law and order 
problem. This could lead to a situation of near 
anarchy. 

The new political party has been formed to 
put pressure on the go vern ment to restore order 
and provide protection to all citizens. Its 
members are directly threatened by 'the 
violence. 

Although the King is also a target of the 
instigators of the vtotance, it is unlikely that he 
will openly support the new party since he is 
trying to maintain a neutral position. 

The new party, however, plans to contest the 
first free «a«*i«nw in Nepal when they are held 
in the next 12 months and expect to cash in on 
the fact that most people in the kingdom still 
worship the King as a living god. 

Members of tin new part y allege that tin 
current wave of violence is due to the 
helplessness of tin government to act in tin 
fay of It illmMaHnn Jjy its **PtntiiniTirt ? mwmhprM. 

The authorities, on the other fand, ho w ever, 
feel supporters of the previous system have 
Wmi timp to unleash violence in a Wd to 

rinmngw tha braga wf fha g nn w » rn maHtL 


Israel cots water supplies 
to its subsidised farmers 


By Hugh Camwgy In Jerusalem 


DROUGHT has forced Israel to 
cat w a ter suppHea to farmaw, 
the ™rin users of the country's 
already badly depleted water 
resources, by 35 per cent Rain- 
fen over the winter rainy sea- 
son in the main northern 
catchment areas has beat only 
70 per cent of the urtmmii aver- 


The Jordan m W i w mii area, 
farimlftig the disputed Golan 
Heights, serves waterehy Syria 
and Jordan as well as Israel 
and there are longstanding ten- 
sions between them over water 
usage. 

Israel also relies heavily an 
water drawn from aquifers 
under the occupied West u«nk 
and Gaza Strip where the local 
Palestinian population com- 
plains bitterly of water dis- 
crimination a prirmt tt 

Last week, Mekorot, the 
Israeli Water Authority, said it 
wm cutting supplies to agricul- 
tural users by 20 per cent far 
the next five months, tine 
demand period. This was in 


addition to previous cuts of up 
to 15 per cen t for fonna in ft* 
northern GaHtee area and 7 par 
ca nt fa the aonth. 

Agriculture accounts for 
about 70 per cent of Israel's 
annual consumption of nearly 
2bn cubic metres a year. 
Recently there has been grow- 
ing criticism of misuse of 
water by the heayfly-suhskfiaed 
forms. Some 17 per cent of all 
water supplies goes to the irri- 
gation of cotton, a crap which 
is not profitable in Israel. 

This year, only one quarter 
of the 40dm cubic metres usu- 
ally dra w n from the Sea of Gal- 
ilee, a chief water source, will 
be pumped because of danger, 
coaly low water levels. - 
Over-pumping of aquifers 

afeo ft ww l w n i than with naH- 

nation. The crisis has 
the authorities to 
importin g water from 
Turkey by sea in medal gfant 
plastic barges, although they 
my ti ds remains at least two cc 
three years away. 


Iranian exiles returning 
to the economic fold 

Industrialists are attracted by an easier political 
and social climate, writes Scheherazade Daneshkhn 


.BRING the past year, 
lan increasing number 
of Iranians hare been 
.to the land they 
after .the 1379 rev- 
Many are former 
Industrialists who have gone 
back to reclaim factories or 
property taken into govern-. 

nwn t - 

The climate of p h« n g * In 
Iran b such that' people who 
might once have feared for 
their fives now take seriondy 
the proraect of making a firing 
in their former borne. 

There are estimated to he 2- 
mflfioa franfens firing outside 
the country. Many of the more 
affluent exfles chose to lire in 
Europe, especially In France, 
Germany and the UK, which is 
home to some 25400 Iranians. 
Many more lire hi the United 
States - 200400 in California 
alone. There. Is afeo a sizeable 
popafetkm of fese affluent Ira- 

ntena Briny In fn^an 

President Bashemi Rafoan- 
Jani has mad e toe resto ra tion 
of the economy Ida number One 
priority. He has singled out the' 
country's tack of productivity 
- factories are; running at 
around 25 ner cent canadtv — ■ 
and a shortage of managers as 
among the main im TwHimmfa 
to growth. Skilled and semi- 
skilled workers across the 
.board are needed. 

Mr ifafanjawi hag also said 
that the hey to independence 
Ilea In the creation of a 
wealthy society. “Anyone who- 
le poor and' needy certainly 
cannot raise his bead in the 
world," he said - a for ray 
from the fagfatewra nf the fate 
spiritual leader, Ayatollah 

jChn wiglfri, that y mni r ty unfl 

isolation were a ■ op »ii price to 
pay for independence. 

Mr Rafoanlaul hag encour- 
aged the retur n of the exflea 
and has tried to foster a more 
relaxed sochd and poUtlcal ett- 
mate to attract them back. In a 
speech to mark the Persian 
New Year In March, he urged 
those who had left “far ho rea- 
son” to return. Their manage- 
rial skills are needed and their 
gradual re turn helps create the 
more stable business gfluvrie ’■ 
needed to encourage g re a ter 
private sector Investment, 
mnH wr key Ra&aqfem policy. 


Lari October the government 
announced that state-owned 
factories would be put up for 
sale. But no privatisations 
have taken place and business' 
reaction is likely to be cautious 

evratf they da Tn theory ,tt to 

a great Idea,” said one busi- 
nessman. “But you always run 
the risk of the government 

c h u u gfag TtriwH awl ito-falhig 

to interfere." 

Other measures aimed at. 
boost in g productivity include 


'T'rv- "i - " r ; A « V - : 

.V * , V 
■ . ... • 


resented a fees of R8700400 fig 
the Saipa company which 
assembled it, but that after 

delivery tt could be sold on the 

free market for Esftn (£59400). 
President Rafeanjanl has 




tfcm is hindering the govern- 
ment's plans to revitalise tile 
industrial sector. Asked last 
month why the Central Bank 
had not disbur sed foreign 
.exchange to Industry at the 
competitive rate promised, he 
replied: “The exporters did not 
return any of their foreign 
profits to the Central Bank and 
the thus refttsed to give 
foam any more." 

If this policy to not proving 
successful, the government 
appears to have foxed better in . 
attracting back to the' country 
an ti ywwgftg number of those 
living abroad. Present esti- 
mates fa«H«ite ft«t js percent 
erf exiles have returned, though 
this includes Iranians dunteri 
xefhgee. status abroad. 

' Of those who return freely, 
tiie case of Reza to not untypi- 
cal. He returned to' Iren 
recently for the first time in 
almost a decade to reclaim fab 
print equipment factory. It had 
been managed fay the g ov ern- 
meat bat had not been conffe- 


encouraged w i awi 
of Irantesi exfles 

& competitive rate to state, 
industries for their imparts of 
raw materials. Officially one. 
.PS dollar buys 70 rials, but tiie 
competitive rate of Rs800 is 
closer to the'ftee market rate 
ofRsl40a 

Mr HadtNezfaad Hfainrifiiinv 
tiie Minister of Heavy Indus- 
tries, behoves tint the discrep- 
ancy between rates 

Has' at the root of ban's indus- 
trial problems, and encourages 

corru pti on, in the distribution 


He cited as an m n i pia of 
toeffiefamey and CUtllUlU OKl 
of the system the fact tori a 
domestically-produced car 
priced at Rs710400 (£8400) rap- 


After a lengthy interview at 
the Revolutionary Court, he 
was asked whether he had paid 
Islamic dues (khoms and 
zdkaty. “I had no 
said Bern. "I had always 
rnfatwifi tax and I even 
receipts. Not only were the 
. authorities extremely well 
organised, they woe also very 
courteous.” •' 

But others speak of having 
to grease palms. Generous 
“donations” to government 
institutions are one way out In 
.one case a businessman 
donated 80 per cent of his 
industrial holdings amounting 
to Rs20im (£164 million at the 
official exchange rate) to the 
Martyrs Fbondation. 

Many of, those returning for 
tiie first time «tnw? the revolu- 
tion are surprised by their 

wiwjHwi One wm ii n] ^ fWrmwl 

nervously to one of the airport 
security police that she had 
lived abroad far over tea years. 
He fafnwi over and Bald, “You 
did the right thing:” 
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First increase for 13 months 

Japanese current 
surplus widens to 

By Robert Thomson in Tokyo 


JAPAN’S current account 
surplus videoed during March 
for the first time in more than 
a year as the yen’s weakness 
slowed import growth and 
disrupted the adjustment of 
the politically-sensitive trade 
surplus. 

The current account surplus 
in March was $8Jhn (£A93bn> 
up from StUJbn a year earlier, 

the first increase of its kind in 
IS mouths, while exports 
increased 3.5 per cent 
mcmttHm-month to $2&6bu 
imports rose by L9 pec cent to 
$17.2brL 

Balance of payments figures 
released by the Finance 
Ministry yesterday showed 
that the turbulence in 
Japanese, financial mar kets 
and end of fiscal year 
window-dressing by Japanese 
investors resulted in a 
sig n i fi cant turnaround in 
foreign securities hold- 
ings. 

Net sales of foreign bands by 
Japanese for March were 
$1.75bn whi le n et sales of 
stocks were $2S7m, compared 
to net purchases of bonds of 
SSAQtro and of stocks of $2.47bn 
in February. 

Meanwhile, foreigners’ net 
sales of Japanese stocks were 
$7J2bn compared to $&3bn in 


Japan 



February, as the continuing 
fall of . the Tokyo market 
prompted investors to reduce 
holdings. ‘ 

The balance of payments for 
the month showed a-defldt of 
g757m, compared to a surplus 
of ¥L6bn a year earlier, partly 
because af a largo 1 deficit in 
the long-tom capital account; 
For fiscal 1989, the trade 
surplus was $70.18bn, down 
S2Sbn from the previous year, 
while the current account 
surplus was $5&5tm, a fall of 
$23.78bn from fiscal 1968. 

The Increase in the trade 
surplus for March is partly 


Thai cabinet shies away 
from imposing VAT 

By Roger Matthews in Bangkok - 


THE gMi mm wwt of Thailand 
has backed away from conten- 
tious plans to introduce a 
value added tax. At yesterday's 
cabinet wMwHwg , wiitoH to dis- 
cuss the results of a three-year 
study and proposals by the 
Finance Ministry, the only 
decision miniwtorR could reach 
was to postpone consideration 
of the issue. 

The failure to agree on VAT 
is a blow to Mr Pramual Sabha- 
vasu, the Minister of Finance, 
who had staked a great deal of 
his remaining political capital 
on a favourable cabinet deci- 
sion. It will also serve to rein- 
force the impression that polit- 
ical rivalries within the ruling 
coalition are seriously it—* 
capping the government's 
capacity to undertake urgently 
needed projects and reforms. 

Already this year the govern- 
ment has virtually given up on 
its privatisation programme: 
has refused to grant Hawking 
licences to at least five foreign 

hanks after they had agreed 
terms with the Finance Minis- 
try: anti hp« tolerated, contin- 
ued vacillations over the 
urgently needed $L6bn mass 
transport railway system for 
Bangkok. 

The main virtues of the pro- 
posed single 10 per cent VAT 
rate was that it would simplify 
collection procedures, encour- 
age demands for receipts and 
therefore accuracy in account- 
ing, while making tax evasion 
more difficult. This was also 
seen as one of its political 
weaknesses, as the imposition 
of VAT could hit at the inter- 
ests of powerful business 
groups. 

The Finance Ministry and 



the Revenue Department 
-prepared tHa ground carefully, 
visited more than- a dozen 
countries to study the applica- 
tion of VAT and sought to 
ensure that its wider benefits 
were fully understood in offi- 
cial rfwnipg in Bangkok. Nearly 
im leaflets have been printed, 
videos prepared, thnmaniiB of 
s taff trained and . computer 
budgets approved for the pro- 
posed launch of the VAT sys- 
tem early next year. 

Opponents of the new tax 
had, however, been playing on 
the fears of politicians and 
allied business groups that 
VAT would limit tax avoidance 
possibilities and add to the 
heavy weight of bureaucracy 
in Thailand. And with oppoei- . 
tton parties threateni ng to 
iniiud tiffe s iwiittfiw of no confi- 
dence in the govermnent in the 
next parliamentary session, 
most ministers appear to have 
decided to limit the risk at 
ad di t io n al co ntr o ver s y . 


OVERSEAS NEWS 


account 

$8.1bn 


explained by a relative rush of. 
imports in March 1989 in 
expectation of a national 
consumption tax, introduced in 
April last year, but the 
weakness of the yen in recent 
months has clearly slowed the 
adjustment of the trade 
surplus. 

Mr Kenneth Courtis, ebiaf 
economist at DB Capital 
Markets; said that Japanese 
products are 30 per cent 
cheaper in the US and 35 per 
cent cheaper in Western 
E uropean markets than-a year 
earlier, while imported 
products are which more 
expensive in Japan. 

“The improvement in the 
trade surplus probably 
bottomed out in tne fourth 

quarto of 1900. In yen terms, 
expo rts are being 

“This has to be a topic of 
conversation tor the (hoop of 
Seven countries," Mr Courtis 
said. 

During March , Japan's net 
invisible trade was $L08bn. the 
first surplus since April 1966, 
according to Ms CMharu 
Sumita, of UBS Phillips & 
Drew, interest payment inflow 
was $4.4bn, up from £2.7bn in 
February and from $2 Jbu a 
year earlier. 


Taipei stock market gamblers come to grief 

The bursting of Taiwan’s bubble will please foreign investors, writes Peter Wickenden 


A HEADLINE in a Taiwanese 
newspaper last week got it the 
wrong way round when it said: 
"Taiwan's money supply follows Taiex 
down." For the central bank’s tight 
credit policy, and an ever-increasing 
flow of foTyfa offshore resulted in the 
biggest monthly fall in money supply 
growth in March, and this is seen as tixe 
w>afn winiM of an unprecedented phag e 
in the island’s Innaflc liquidity-driven 
bourse. 

From its record high of 12,682 in mid- 
February, the weighted index has now 
declined to 8^74. On Tuesday it plunged 
557 points or 6 per cent, the second 
largest- on&day fail in its 28-year his- 
tory, cm rumours of further political 
instability. 

The same reason was cited by ana- 
lysts for a fu rther lfitVpotnt drop yest 6E= 
day, when news spread that former mil- 
itary strongman General Han Pd-tsun 
might be appointed Taiwan’s premier. 

According to central bank figures. 
Taiwan's M1B money supply growth fell 
to an annual rate of LI per cent in 
March, a sharp drop from Fmruary’s 8.7 
per cent (M1B comprises cash In circu- 
lation, passbook savings and current 
accounts.) 

Alter the traditional mushrooming of 
the money supply over Chinese New 
Tear in emty February, when the stock 
market uteg wH a spectacular hull-run, 
the central bank reapphed tough cred- 
ittightening measures in an effort to 
keep *nw hh on This “***"** to 

have been successful, as the c on s umer 
price index grew by only 2J8 per cent in 
February, down from January’s &8 per 
cent and the smallest rise in a year. 

The squeeze an credit has had two side- 


effects; thousands of small- and 
medium- nfa«i companies w»pt needed 
loans for legitimate purposes have been 
complaining bitterly, and thousands 
more that used loans purely for 
short-term stock speculation have pul- 
led their funds out of the market The 
money has been put back in the banka 
or converted into foreign currency in 
expectation of a brief depreciation of 
the Taiwan dollar. 

Tim volume of cash flowing offshore 
so far this year has been huge, and is 
expected to go on increasing as political 
in-fighting in the government continues 
and companies speed up plans for off- 
shore investments. The government 
approved nearly 80 investment projects 
worth $228m in the first quarter, a six- 
fold increase over the game period last 
year- But to avoid taxation,, most com- 
panies do not seek government 
approval, and the real volume is widely 
t h ought to be seven to 10 times higher 
than the official figures suggest. 

Analysts say that another major 
cause of the loss of liquidity and the 

draining nf ftinih from *Ha marim t 

has been the sale of the central govern- 
ment’s shares in +h« three m * d" com- 
mercial banks. The issue has been more 
than 100 times oversubscribed, 
although the prices of shares already on 
the market have now dropped below the 
offer price. If the issue goes ahead and 
flqps, there may well be a s ur ge of 
stacked-up cash back Into the market 
Meanwhile there has been bride grey- 
market trading in the shares of several 
new private banks that do not yet even 
exist officially. 

Grey market financial deaffngs are 
thought to account for up to a third of 



Investors* glee at a seemingly ever 
risin g market has turned sour 


Taiwan’s GNP, and it is the imp«»nfiipg 
collapse of th e Homey Group, the big- 
gest underground investment racket of 
all, that has delivered the hardest psy- 
chological blow to stock market inves- 
tors. Homey admitted late last year that 
Its pyramid scheme, by which several 
hundred thousand Investors were paid 
interest at nearly 50 per cent a year, 
was in trouble. It was by far the largest 
single player in the stock market until 


December, when it pulled out almost 
completely after the introduction of a 
new stock tax designed to dampen spec- 
ulation. This fax, and the old capital 
gains tax that it replaced, brought 
unexpectedly large revenues to the gov- 
ernment «wd made wanton speculation 
more expensive. 

The feeling that now prevails among 
Taiwan's 3m unsophisticated small-time 
Investors is one iff sheer bewilderment 
It all used to be so simple - and safe — 
just do today what Homey did in the 
market yesterday. 

Homey and other large players 
ramped up share prices to their 7 per 
cent fluctuation limit, and the small fry 
followed, taking windfall profits sector 
by sector. The news that Homey ’s man- 
agement may be sent for trial as gang- 
sters,, along with the boss- of the For- 
tune Group, another major unlicensed 
investment empire, sent further shud- 
ders through the market In mid-April. 

The extent to which stock market 
profits have been an engine of the econ- 
omy is obvious anti alarming. Depart- 
ment stores, coffee shops, restaurants 
and expensive nightclubs are suddenly 
half empty. 

However, the government, and some 
foreign securities analysts are glad to 
see the speculative frenzy of the last 
two years finally fizzle- Officials say 
that there has already been a slight 
easing of the chronic labour shortage in 
manufacturing industry as full-time 
gamblers go back to work. And foreign- 
ers are even daring to hope that a pro- 
longed slump in the market and a 
period of relative stability might bring 
forward the day when direct foreign 
Investment is allowed. 


Record earnings 
from an international business. 


Six points from 
Julian Ogilvie Thompson’s 
Chairman’s Statement for 1989. 

• ^ 

The diamond market 

De Beers announced an increase in attributable 
profits to R2865 million (US$1127 million) 
and a 40% increase in dividends. For the seventh 
year in succession, world retail sales of diamond 
jewellery set another record. However, as 
anticipated, growth slowed to a more normal 
rate and it was a year of consolidation in rough 
diamond sales. The rough diamond market was 
strong in the first part of 1990 and we expect 
another satisfactory year. 



New Swiss company 

The diamond industry operates on a global basis. 
In 1989 80% of De Beers’ attributable profits 
were earned outside South Africa- In 
recognition of this, we have proposed the 
establishment of a Swiss based company, 

De Beers Centenary AG, to hold the foreign 
interests of the group. De Beers and De Beers 
Centenary AG will continue to co-operate 
closely to maintain the stability of the industry. 
These proposals have been well received by the 
stock market and the substantial re-rating of 
De Beers will stand shareholders and the 
industry in good stead in the years to come. 


Namibian independence 

De Beers and our subsidiary CDM applaud 
Namibia’s admission to the community of 
nations and, as longstanding corporate citizens, 
reaffirm our commitment to its development 



The diamond industry employs more than 1 million people in 40 
countries around the world, ail linked byacommongoal and all working 
coward a defined target We ewe our success to their commitment. 


and success. This commitment is best illustrated 
by our investment in the Navachab gold mine, 
and the new diamond mines at Auchas and 
Elizabeth Bay. CDM marked Namibia’s 
independence with a special donation of US$2 
million towards a national educational institute. 


The full Chairmans Statement is contained 
in the Annual Report of the Company /or rite year ended 
3ht December 19S9, which has been pasted 
to Shareholders. 


W 

Investments in Botswana 

hi Botswana, the major reernsh plant atjwaneng 
will come on stream in mid-year. Debswana 
has also announced the establishment of a new 
diamond cutting factory, creating 500 jobs in 
the first phase. Work is on schedule at the 
US$362 million Sua Pan Soda Ash project, in 
which De Beers has a 12.75% interest 

W 

Major new mine 

The new US$430 million Venetia diamond 
mine in the Northern Transvaal represents a 
major investment in the future of South Africa. 
Venetia will have a life of at least 20 years, and 
will yield 4 million carats a year of medium 
quality diamonds. Employing 7 50 people, 
it will have a substantial multiplier effect on 
economic activity in the area. Full production 
will be reached in 1992. Total production from 
Debswana and De Beers increased by 2% in 
1989 to 24.8 million carats. 

South Africa 

De Beers welcomes the dramatic developments in 
South Africa, which have profound implications 
for the entire sub-continent. It is to be hoped 
drat a new constitution and bill of rights 
will facilitate the creation of a prosperous, 
non-radal multi-party democracy which could 
be the engine of growth for a region that 
desperately needs an escape from poverty. 

We believe that all people must have access to 
the market place as much as to the ballot box 
if they are to create wealth for themselves 
and prosperity for their country. De Beers will 
continue its programme of social investment, 
and maintain its role as an agent for positive 
change. 


De Beers 


De Beeis ConsoHdared Mines Limited (Incorporated in the Republic of South Africa) London Office. 40 Hdbom Viaduct, London ECIP1AJ. 
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US-EC farm talks turn positive GATT 


Bridget Bloom detects a subtle change in tone if not substance 


L ATE last week, Euro- 
pean Community £ann 
ministers finally agreed 
the package filing the EC's 
form prices for 1990-91. The 
lack of agreement had been 
seen as distracting the Com- 
munity from getting down to 
the highly demanding business 
of making a success of the Uru- 
guay Round of international 
trade negotiations within Gait, 
where agriculture is one of the 
thorniest problems yet to be 
solved. 

So will the Community now 
prove any readier to reform its 
costly and trade-distorting 
common agricultural policy 
than it has been in the three 
and a half years since the 
round began? 

Certainly, some movement Is 
badly needed. It is widely 
accepted that the round win 
make little progress unless 
some compromise can be found 
between the opposing positions 
of the US and the EC, since the 
former insists that all subsidies 
must go and the latter that 
some subtidies are an integral 
part of Its farm policies. 

The two sides have recently 
lambasted the other for taking 
or threatening action likely to 
doom the Uruguay Round to 
failure. Only last February, for 
example, Mr Ray MacSharry, 
the EC Agriculture Commis- 
sioner, accused Mr Clayton 
Yeutter, the US Agriculture 
Secretary, of playing “war 


games” after he published a 
“protectionist” draft US Farm 
Bill. 

There are some signs that 
this adversarial relationship 
may be changing In tone and, 
just possibly, in substance. At 
meetings held between US and 
EC officials In Washington last 
week, it was agreed to set up 
fortnightly meetings to thrash 
out a framework for farm 
ref o r m negotiations by July, as 
preparation for the final 
months of the round, which 
ends in December. 

Mr Frans Andriessexuthe 
EC’s Foreign Affairs Commis- 
sioner, said the two sides had 
agreed “certain procedures" 
which should help In "narrow- 
ing the divergencies. . . be- 
tween the US and the EC." 

For his part, Mr Yeutter 
spoke of their agreement "to 
send some positive signals to 
the world of our determination 
to have a successful Uruguay 
Round. . . and a successful 
agricultural negotiation”. 

According to one EC Com- 
mission official, the US meet- 
ing had worked wonders. “The 
tone was completely different 
— mnch less confrontational, " 
he said. “We found the 
Americans much more open 
than before.” 

So for, so good, but what 
might thia niitl m to hi practi- 
cal terms? Both tides acknowl- 
edge that there are stOl pro- 
found illlfaty n pq OVCT hOW for 


form reform can or should go, 
even If there Is now talk of 
compromise. 

In Brussels last week, EC 
Commission officials outlined 
areas in which agreement 
might be reached, mirroring 
the approach of Mr Yeutter in 
a satellite interview with Euro- 
pean journalists on April 9. 


M r Yeutter, in a notice- 
ably upbeat expose, 
hi g hli g hted the possi- 
bility of agreement on tariffica- 
tion, the system the US 
espouses for converting import 
protection and non-tariff trade 
barriers into tariffs as a means 
of reducing frqp 
He also foresaw the possibil- 
ity of ultimate agreement on a 
system fa vo u red by the EC as a 
means of reducing domestic 
form supports, known as 
Aggregate Measures of Support 
(AMS) 

EC officials also see these as 
areas of compromise. On 
domestic supports, they assart 
that the US has already fore- 
gone Its opening gambit of the 
“zero option" of complete elim- 
ination of all tradedi sto r tin g 
subsidies within 10 years. They 
thus believe that there can be 
meaningful negotiation cm the 
reduction of domestic subsi- 
dies, probably via the AMS, 
and on the basis of the US-de- 
lineated “red”, “orange” and 
“green light” subsidies (the lat- 
ter bring thfwto which 8 X 0 bald 


to be non-trade dtatarHng end 
therefore allowable. 

The question of how quickly 
subsidies should be reduced, 
and Whether, for wxfl in p lw, us 
deficiency payments would be 

tnnhidri , WOQld be *»mrmg fll ff 

tough problems to be settled. 
But they need not impede 
agreement, officials say. 

Likewise on tariffication, 
which is aimed at reducing 
import protection. While the 
EC finds the US proposals too 
rigid and too all-embracing. 

With thrir frwrf redactions and 
provision for safeguard clauses 
only to be applied on a case- 
by-case basis, officials say 
there is roam for negotiation. 
"The difference is one of 
degree, it is not fundamental," 
was how one pot it. 

As for measures involving 
plant and animal haalth which 
are often used as back-door 
trade protection, EC officials, 
Kke their US count er p a r ts , see 
few problems. 

The really tough issue, Brus- 
sels nffldah sumest. will he 

export subsidies, especially in 
the cereals sector. “The real 
object of the US Is to reduce 
our capacity to export,” said 
one official, acknowledging 
that the Community could, not 
be competitive in cereals in a 
free-trade world. 

Brussels is particularly wor- 
ried about the Inroads befog 

mada In Hip EC animal fiud» 

market by cereal substitutes . 




Eke manioc (cassava) or corn 
gluten feed, a by-product of the 
starch Industry. The EC’s pro- 
posals for "rebalancing” con- 
cessions mada in o ne area with 
increased support in others - 
which the US opposes as being 
an attempt to emasculate the 
whole process of form reform 
- is particularly relevant here. 
The Community would m» to 
increase protection on cereal 
substitutes, for example, in 
return for concefflkmB cm low- 
ering export subsidies on 

graina 

“This will be a matter for the 
last week or the last night - 
even the last minute," one 

finmmlarirtn nfHrial aald- 

No one In Brussels minim- 
ises the problems facing the 
round, but they are no longer 
taiMng of failure to reach an 
agreement on form reform 
either. That is certainly a 
change of time, but only the 
next few months will show 
whether it is one of substance 
as welL 


Dunkel 
welcomes 
US stance 
on Japan 

By Peter Unqphafcotn in 
Bangkok 

MR ARTHUR DUNKEL, 
director-general of the General 
Agreement on Tariffs and 
Trade, has hailed tile US deci- 
sion not to impose fanmedizte 
sanctions against Japan as a 
turning point for the Uruguay 
Round of trade negotiations. 

He was speaking In Bangkok 
after talks on Tuesday with 
ofHelals of tha Association of 
South East Asian Nations in 
which he Is said to have 
warned that failure to reach 
agreement in the round could 
be catastrophic. 

A«wwi nfflHak said MT Him, 
kel told them tint without a 
mppTifaigfni p | i n» mf nt trade 
wars would break out involv- 
ing unilateral retaliatory 
action such as that 
by "Super 301” of the US Trade 
Act. 

Mr Dunkel - Interpreted 
recent statements by Mrs 
Carla Hills, tin US Trade Rep- 
resentative, as indication that 
Washington was genuinely 
giving prio ri ty to the round. 

Meanwhile,, differences have 
e m e r g e d within Asean about 
how Its members should 
approach the question of apo- 
dal ami j m i w fiiHai treatment 
for devefopfog countries. 


Japanese file 
claims over late 
Soviet payments 


By Robert Thomson in Tokyo 

JAPANESE trading companies 
have begun lodging c laim s 
under the Government's export 
insurance scheme for late pay- 
ment of debts by numerous 
corporations in the Soviet 
Union. 

The Soviet companies have 
been unable to meet hard cur- 
rency deadlines in recent 


Under the scheme, Japanese 
companies are supposed to 
report late payment after two 
T uorfriis if they want compensa- 
tion but, until recently, they 
have given Soviet corporations 
extra Hmw to repay debts in 
the interests of longer-term 

ghipft 

1 The Japan Association for 
Trade with the Soviet Union 
and the Socialist Countries of 
Europe estimated that 
overdue debts to Japanese 
i-f » mpnrrU»q are at least YL8bn 
(£6.92, ra), while companies 
report that late payment 
became common about six 
iwbiHih ago baa been more 
serious since February. 

Several of Japan’s largest 
trading houses said they had 
begun notifying the Mtoistry of 
International Trade and Indus- 
try (MW), which oversees the 


scheme. A Mtti official denied a 
Japanese press report that the 
ministry had encouraged com- 
panies to lodge claims to put 
pressure on the Soviet Union 
and would not say If the Insur- 
ance tariff was under review. 

Mitsui & Co the trading 
house, said some payments 
were still made on schedule 
and that punctuality “depends 
on the items involved”. He 
said: “The difference now is 
that we might claim insurance 
in same cases”. 

Companies are agreed that if 
Miti downgrades the rating of 
the Soviet Union, the cost of 
doing business will rise and 
the incentive fall slightly. Mit- 
subishi, the largest trading 
house, said Miti had requested 
that the company provide a list 
of late payments, which has 
grown smee “the middle of last 
year”. 

“We have not yet had a case 
of a payment being refused. 
The longest delay we have had 
is six months,” Mitsubishi wrM. 

C. Itoh A Co said the com- 
pany was "having same prob- 
lems” with late payments but 
this would not necessarily 
affect long-term business plan- 
ning. 



China awards grain silo 
contract in Y3.6bn deal 


THREE Japanese companies 
have won a Y3.6bn (£13 An) 
CT pi f ff* to build a grain silo 
and loading bays in China, 

agencies re po rt fro m Tokyo. 

The companies will begin 
work on the project as soon as 
they get final approval from 
tire ami Japanese gov- 

ernments, Kanematsu-Gosho, a 
g eneral trading company, aid 
yesterday. 

i The oontract will be the first 
Mg project carried out by Japa- 
nese companies in China since 
the military ■ suppression of 
pro-democracy demonstrators 
m Peking last June. 

It is to be financed by a Japa- 
nese government loan. 


Czechoslovakia 

BREL, the British railway, 
train , maker privatised. Jest 
year, has signed a coo peration 
agreement with GKD Tatra of 
Czecho slovaki a, the world’s 
tamest mwnnfan tuiei' of trams 
and light rail vehicles, writes 
Richard Tomkins, Transport 
Correspondent. 

It sees the deal as an oppor- 
tunity to expend its markets 
following recent east Euro- 
pean reforms. 

BREL, owned 30 per out by 
Its employees, 40 per cent by 
Trafalgar House and 40 per 
cent by Asea Brown Boverie, 
is one of Europe’s biggest 
makers of rail vehicles, spe- 
cialising In multiple unit 
trains and metro cars. 

Most of its output goes to 
British Rail and London 
Underground, ft recently won 
an order worth over £S00m to 
supply 680 cars tor use on Lon- 
don’s Central Line. 

The Prague-based CKD 
Tatra is part of Czechoslo- 
vakia’s state-owned engineer- 
ing industry and supplies vir- 
tually all light rail vehicles 
and trams required by Com- 
econ, the Soviet-dominated 
eastern trading bl oc. B REL 
hopes tire deal with CKD will 
open the door to co-operation 
on manufacturing and market- 
ing, Increasing its share of the 
overall rail vehicle market in 

the 


Kanemataru, Hitachi Metals 
and Hitachi Plant Rn gjitaaring 
& Construction expect to com- 
plete the work by the second 
half of 1993. 

K m rawttw n said the Chinese 
Government called for Hds in 
April 1989 but progress was 
delayed by the military crack- 
down. A final agreement was 
reached only recently. 

Hitachi Metals will handle 
the construction of the 70£00 
tonne-capacity «fla — mm of 
China's largest — at Uanyun* ■ 
gang in Jiangsu province, and 
conveyor facilities. Hitachi 
Plant will construct the load- 
ing facilities. 


Delegates to the Latin Amer- 
ican Association for Integra- 
tion (Aladi) adjourned their 
two-day meeting without a 
concrete proposal for regional 
cooperation. 

On Monday, Mr Domingo 
Cavallo, the Argentine Foreign 
Minister, mid that his co untry , 
as well as Brazil, Colombia, 
Chile and Uruguay, would pro- 
pose a 50 per cent reduction in 
tariff levels and a 10 per cent 
increase in the list of goods 
covered. 

Delegates complained that 
Mexico was pursuing its own 


“Due to its geopolitical posi- 
tion, Mexico thinks it best to- 
dedicate major efforts to 
increase its arnmwn^^ Inter- 
change with the developed 
world. In particular with the 
US,” said another delegate 
’’For Mexico, integration with 
the poor countries generates 
povert y ," he Raid, 

Aladi offlrinia hope Mpytcn 
will participate but Mr Jorge 
Ordonez, the organisation's 
secretary-general, said the 
group could not wait forever. 


Taiwan opens up 
tenders to E Europe 


TAIWAN will open its 
government tender market to 
five east European countries, 
the Economics Ministry said, 
Reuter reports from TaipeL 
Mr Chians Plng-knn, -vice 
Economics Minister said 
Czechoslovakia, Yugoslavia, 
Hungary, Romania and P oland 
would now be eligible to tender 
for Taiwan's gover nm ent and 
public enterprise purchases, 
worth $3-$4bn annually. 




countries, along with South 
Korea, Singapore, Australia 
and New Zealand. It bans 
Japan because of Taipei’s huge 
trade de fi c i t with Tokyo. The 
deficit jumped to a record high 
of almost $7bn in -1988 from 
S&06bn in 1988. 

Ministry official** airiri amfflfll 
procurements, i ncl uded con- 
tracts for pawawngpp pwd cargo 
aircrafts, precision tools, com- 
puters, telecommunications 






andBulgaria, the official saidf 
The new move reflects a 
step forward in our policy to 
liberalise our market and It 
will help boost our trade with 
these countries,” he said. The 
Economics Ministry will sub- 
mit tts proposal in toe next two 

weetato the cabinet for final 
approval. 

Taiwan currently fimite too. 

curement tenders to north 
America, western European 


we believe East European 
countries can offer competitive 
prices due to their cheap 
labour and costs,” one official 
said. 

Total enstomseteared trade 

between Taiwan and the Soviet 

Union and wight European 
countries was 8361 m last year, 
according to the Board of For- 
eign Trade. Trade offldaM fore- 
cast that the value will rise to 
about $50Qm year. 
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AST: 

Ten Years Of 
Achievement 


Founded in 1980, AST Research was one of 
the first companies to offer expansion 
boards to increase the power and 
functionality of the IBM PC. One of their 
first products, SixPakPlus, was to become 
the largest selling enhancement board in 
history, and is still one of the most popular 
products of its kind today But that was 
only the opening chapter in AST's rise to 
becoming one or the world's most 
respected makers of microcomputers and 
related products. 

The early days of enhancing IBM's 
open architecture PCs provided a strong 
foundation for AST to apply its expertise. 

And in late 1986, they introduced the 
ultimate enhancement — their first 
computer, the AST Premium/286. Building 
on an excellent reputation for hardware 
and software compatibility, quality and 
reliability, the Premium/286 was a runaway 
success with both industry experts and 
customers. 

Able to build on a strong multiple 
channel distribution strategy put in place 
for the earlier board-level products, AST 
computers were soon being marketed 
through a variety of channels throughout 
the world including major chains, independent dealers, value 
added resellers (VARs), large distributors, OEMs and U.S. 
government (GSA) approved dealers. Now, AST computers are 
round on desktops in businesses everywhere — from the very 
small to over 60% of the nation's largest — and in government 
agefiaes,.; ; = r- •*- 

Today ASTo^r a full family of computers One for every 
performance arid price range, for a variety of business and 
personal applications — from the entry-level Bravo/286 and 
Bravo/386SX to the high-performance Premium 386 and i486 based 
systems. They also continue the tradition of enhancing systems by 
offering award-winning memory, multifunction and graphics 
products, and provide for customers' connectivity needs with 
LAN, 5250 ana 3270nroducts. 

A cornerstone of AST's technological leadership is the growing 
popularity of the patent-pending Cupid-32 (Completely Universal 
Processor, I/O Design) architecture. This technology separates 
components according to whether or not they are likely to change 
as microprocessors advance. All hardware that is dependent on 
the type and speed of the processor, including the microprocessor, 
cache memory and numeric coprocessor are located On a plug-in, 
printed circuit board. 

As a result, customers can avoid desktop obsolescence by 
upgrading AST's Cupid-32 Premium computers to the next level 
of performance by simply replacing a board. Upgrades can be 
completed in a matter of minutes, and can be accomplished 
throughout the Premium product line, from 386SX to i486-based 
products and beyond. 

The underlying flexibility of Cupid-32 technology also allows 
AST to respond, to changing market conditions with a very rapid 
product development cycle. In fact, AST was the first company to 
announce shipments of ISA i486 computers based upon Intel's 
production release version microprocessor. 

AST's corporate headquarters are in Irvine, Calif omia but they 
are truly a worldwide company, marketing products in more than 
77 countries. They also build them around the world, and design 
them to fit international requirements — AST manufacturing 
facilities are located in the United States, Hong Kong, Europe and 
Taiwan and AST support them wherever they are installed with 
offices established throughout the U.S., Europe and in Canada 
and wholly owne d subsidiaries in the United Kingdom, France, 
Germany, Switzerland, Italy, Hong Kong, Taiwan, Australia and 
Japan. 
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Over 2,000 
employees are 
dedicated to 
delivering 
the highest 
quality desktop 
computers ana 
related products. 
It's a commit- 
ment that begins 
long before 
the prod- 
ucts reach the 
desktop. And it's 
demonstrated in 
every area of 
the company. 

AS r s engi- 
neering and mar- 
keting teams 
work closely to- 
gether to design 
innovative prod- 
ucts answering 
the needs of the 
marketplace. 
Starting at board 
level design, AST 
uses CAD/CAM and surface mount 
technology to reduce component size 
and product cost. ASIC (Application 
Specific Integrated Circuits) 
technology is another key strategic 
asset allowing AST to remain a leader 
in product developmenti With ASIC, 
AST can envisage and create custom 
products that provide exceptional 
value and ease of upgradeability. 

AST's commitment to quality is 
second to none, and it allows them to 
boast one of the lowest return rates in 
the industry. Thorough examination 
and testing are prevalent throughout 
the entire manufacturing process, in- 
cluding a complete bum-in process 
for every computer. Reliability labs, 
agency compliance testing (FCC, UL, 
CSA, VDE, etc.), product safety labs 
and compatibility labs also ensure 
quality. A few of their commitments 
to compatibility include unique 
enhancements to BUS technology 
allowing faster operation and 
selectable CPU speeds for strict 
software compatibility. 

AST are dedicated to their 
customers. AST's Product Support 
Centres are staffed by fully trained 
technical support teams available to 
answer any question by telephone as 
well as 24-hour on-line electronic 
systems which provide a variety of in- 
formation, including free software 
upgrades. Should an AST product 
ever need repair, service centres and 
optional on-site service is available 
throughout the world. 

With so many great products, 
dedicated employees and strong 
resellers, AST's future never looked 
better. 



COMPUTERS 

The No. 1 Alternative 


To receive a complimentary video tape on why more 
Fortune 500 companies are asking for AST computers, call 
the AST Information Service on 0923 210490. 


A LEGACY OF 

AWARD-WINNING PRODUCK 


1983 

► AST's first memory/multifunction 
board , ComboPlus™, earns two first- 
place titles in the PC "World 
Class" Competition. 


1984 

► SixPakPlus ® ranks No. 1 on the Soft- 
$el Hot List for the first time . It would 
remain on the hot list for most of the 
next five years. It becomes the standard 
against which all multifunction boards 
are compared. 

► SixPakPlus named the favourite 
memory/multifunction by PC World 
readers in its ' 'World Class" competi- 
tion. Readers would choose it again for 
the next five years. SuperDrive chosen 
top disk emulator. 


1985 

► Rampage!® selected the "Most 
Significant Product Of 1985" by PC 
Week. 

►AST's LAN product ranked among 
top six by PC World. 


1986 

► Rampage! rated excellent in five 
categories and earns top score by The 
Journal of Corporate Computing. 

► Computer Reseller News names AST 
top add-in board supplier. 


1987 

►AST Premium/286 awarded Editor's 
Choice by PC Magazine. 

► "The Best Of 1987" award is pre- 
sented to AST for the Premium/286 by 
PC Magazine. 


1988 

► Premium/286 merits PC Digest's top 
rating, and is the only system to earn 
overall rating of excellent. 

► LAN Magazine recognises the AST 
Premium Workstation/286 for its sleek 
design. 

► Premium/386 named top-ranked 
386 system by InfoWorld. 

► AST picks up Reader's Choice 
awards in six categories of PC World's 
"World Class" competition — AST 
Premium/286, SixPakPlus, Rampage - 
AT, Advantage!® Premium and SikPak- 
Premium with the Premium/386 voted 
one of the most promising newcomers. 

► AST rated number one in technical 
support in PC Week survey. 


1989 

► RampagePlus 286 voted best EMS 
4.0 board and wins "Product Of The 
Year" award from InfoWorld. 

► Byte magazine gives AST an award 
of excellence for its work with EISA. 

► AST Premium 386/25 earns the 
highest score for 32-bit memory up- 
grade in PC Week " Scoreboard ." 

► InfoWorld magazine gives the AST 
Premium 386/33 its "Best in its Class" 
distinction. 

► Government Computer News readers 
select the AST Premium/286 as their top 
choice. 

► PC World selects the AST Premium ■ 
386/33 as its "Best Buy". 


1990 

► AST Premium 386SX/16 earns the 
PC Magazine Editor's Choice award. 

► The German publication. Computer 
Personlich , reviews the AST Premium 
386SX/16, ranking it number one. 
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AMERICAN NEWS 


Conservatives 
snipe at Bush 
over Lithuania 

By Peter Riddell, US Editor. In Washington 


PRESIDENT George Bush 
faces growing public criticism 
over the Lithuanian indepen- 
dence crisis, mainly horn con- 
servative Republicans, but also 
from some Democrats. 

His handling of this issue 
has brought to the surface 
wider unease among conserva- 
tives about the President’s Gup- 
port for President Mikhail Gor- 
bachev, his desire to keep open 
high-level contacts with the 
Chinese authorities, his unwill- 
ingness to take a public stand 
on such social issues as abor- 
tion, and about what they see 
as bis appeasement of the envi- 
ronmentalists over clean air 
legislation. 

Until now, most conserva- 
tives have been willing to give 
Mr Bush the benefit of the 
doubt because of bis willing- 
ness to consult them fre- 
quently, his high opinion poll 
ratings, the prominent role of 
Mr John Sununu, the conserva- 
tive White House Chief of 
Staff, and the President’s resis- 
tance to raising taxes. 

While congressional leaders 
of both parties have supported 
Mr Bush's refusal to Introduce 
sanctions against Moscow over 
Lithuania, conservatives, 
including such widely-read 
newspaper columnists aa Mr 
William S afire, have been 
uneasy. In particular, many 
are concerned that the sanc- 
tions decision was followed 
within two days by a provi- 
sional trade deal with Moscow 
which promised the Soviet 
Union access to the US market 
Nine Republican senators 
unusually went public in call- 
ing for the trade deal to he 
shelved from agenda of the 
Bush/Gorbachev mmmtt at the 
end of the month. 

Senator Gordon Humphrey 
said his patience ran out over 
Lithuania and that the trade 
deal was “callous »nd unfeel- 
ing in the extreme". However, 
Mr Humphrey will retire early 
next year. Mare mgnifmm* was 
the suggestion by Senator Rob- 
ert Dole, Republican minority 
leader, that he might “slow 
walk" the deal through Con- 
gress, arguing this was not the 
time to do the Kr emlin any 


favours, or for business as 

usual . 

Late on Tuesday, the Senate 
approved by 73 votes to 24 a 
non-binding resolution urging 
Mr Bush to postpone the grant 
of most favoured nation trade 
giair s to the Soviet Union until 
Moscow has lifted its economic 
blockade of Lithuania and 
started negotiations with Vil- 
nius. This suggests that the 
required legislation may face a 
long, tough passage in the Sen- 
ate. 

Mr Bush has responded to 
some of these concerns by 
agreeing to the first formal, 
public contact with a member 
of the Vilnius government 
when he sees Mis Eazimiera 
PronsMena, Lithuanian Prime 
Minister, at the White House 
today. However, the White 
House has stressed that Mr 
Bush wants an authoritative 
first-hand report on the situa- 
tion and is seeing Mrs Pnm- 
skiene as a freely elected repre- 
sentative of the Lithuanian 
people, rather than as prime 
minister of an independent 

T.lfhiiflwla 

Apart from the trade agree- 
ment, there is little the conser- 
vatives can do except com- 
plain. Mr Bush is the only 
president they have and, on 
present form, is certain to be 
renominated with little trouble 
in 1992. 

But the change in public 
view among conserv ative s, if 
sustained, could create embar- 
rassment and hurdles, if not 
insurmountable barriers, in 
Congress. 

The outspoken Mr Howard 
Riillips of Conservative Cau- 
cus nag argued that T.fflmania 
is the rittfinlTig- mnmant of the 
Bush administration: “More 
and more conservatives are 
falving about it aa Sw Nelson 
Rockefeller administration that 
never was" - a reference to 
the l ah> vice-p resident in the 
Ford administ ration of tin* 
mid-1970s, who was a hated 
symbol of traditional Republi- 
canism for many conse rv ativ es 
during the 1960s and 1970s. 
Some members of the Bosh 

twwi [ Hmng h | mi ght regard Hw 

jibe as a c ompliment. 


Congressional testimony 
by Milken likely 

By Roderick Oram In New York 


MR MICHAEL Milken is likely 
to begin testifying to Congress 
as early as July about the junk 
bond market he pioneered and 
the business dealings which 
led him last week to plead 
guilty to six felonies and to pay 
{600m in penalties. 

His appearance would be 
required by a subpoena which 
a House of Representatives 
sub-committee voted unani- 
mously to issue. The panel, 
chaired by Mr John Dlng eD , a 
Michigan Democrat and fre- 
quent critic of Wall Street, also 
agreed to offer Mr Milken 
immunity from Anther prose- 
cution in return for his testi- 
mony. 

Mr Milken would testify if he 
was guaranteed none of his 
evidence could be used against 


him in state or federal co u r t. 
(in^ of hig spokesmen faiHwrfwt 
last week. 

The Horae Energy and Com- 
merce Committee, also chaired 
by Mr Dlngell, has to approve 
the subcommittee’s resolution, 
but no hitch is ex p ected. 

The investigations subcom- 
mittee is likely to ask Mr 
Mnitpn about his relationship 
with savings and loan associa- 
tions - seme of his biggest 
customers. The financial 
health of many of these h« 
been severely impaired by junk 
bonds. 

It will also ask Mr Milken' 
about the 400 oar so investm ent 
partnerships that In clu de d him 
and fellow employees of Drexel 
Burnham Lambert, the now 
defimet Wall Street firm. 


Indicators show recovery 

By Anthony Harris in Washington 


T HH official lndBX Of landing 
indicators and the rate of 
ordering from US factories 
recovered strongly in March, 
matching their end-1988 levels 
after a sharp fall at the begin- 
ning of the year. 

The index of leading eco- 
nomic indicators rose 09 per 
cent, and factory orders in 
March rose 34 per cent. Both 
figures were well above market 
expectations (of 0.7 and 3J. per 
cent respectively), but both 
were heavily Influenced by the 
63 per cent jump in aircraft 
orders in the month. This is 
regarded as an aberration, and 
there was no market response. 

Smaller contributions to the 
rise in the leading indicators 
came from Initial state jobless 
claims, new orders for con- 


dor pe 

mance, plant and equipment 
orders, sensitive materials 
prices and stock prices. How- 
ever, growing signs of a con- 
struction downturn were nega- 
tive influences. 

The rise in factory orders 
was 1 per cent if aircraft and 
can are excluded to give a bet- 
ter measure of the trend. Since 
the end of 1989 the total is vir- 
tually unchanged, but durable 
goods orders are down about 
24 per cent, and non-durables 
up by the same amount. 

Inventories fell 03 per cent 
for the second successive 
month, which suggests that 
tiie correction, mainly in the 
motor industry, may now be 
complete. Order books rose 0.7 
percent 


Brazil seeking 
price freeze 
this month 

By John Barham 
In SSo Paulo 

MS ZEUA Cardoso de Mello, 
Brazil's Economy Minister, 
said yesterday that key retail 
prices will remain frozen this 
month. 

However, despite significant 
rises in independent and offi- 
cial price indices in April the 
government has already stated 
that wages paid in May will 
not receive cost of living 
adjustments. This is because, it 
says, inflation has fallen to 
zero, following the adoption of 
its tough economic policies on 
March 16, 

Under the new radical anti- 
inflation policies, prices and 
incomes are subject to govern- 
ment-decreed ceilings. 


Manley asks 
for Caribbean 
aid to stay 

By Canute James 

In Kingston 

US MICHAEL Manley. 
Jamaica’s Prime Minister, will 
tell President George Bush 
today that he and other Carib- 
bean leaders are concerned at 
the possibility that aid prom- 
ised to the region will be 
diverted to support eastern 
European countries and the 
new governments in Nicara- 
gua wnd Panama. 

Several other Caribbean 
prime ministers have recently 
complained that levels of offi- 
cial aid were being reduced at 
a time when many countries, 
struggling to meet their debt 
obligations, had implemented 
programmes to restructure 
their economies. 


S&L rescue 
hits more 
cost trouble 


By Pater RkfcJaU 

in Washington 

THE rescue of the flimnriafly 
troubled US savings and loan 
industry has run Into flutter 
controversy, as the White 
House has admitted concern 
over a further rise in the cost 
ynd l>w e»n f i r m ed that ft is 
looking far a new head of the 
operation. 

Mr William SpMman Is 
chairman of the Federal 
Deposit Insurance Corpora- 
tion, which is responsible both 

far inoirhig r mm i m r rfa l hallln 

and far the Resolution Trust 
Corporation which handles the 
savings and loan rescue. 

Aged 69, he has said he 
wants to leave before the 
expiry of his term next year. 
The White House has not tiled 

to dbaainila Wm and ** *Hm«— ■ 
tag a Bmwtww. 

However, Congressio n al 
Democrats have urged Presi- 
dent George Bush to retain Mr 
Sehbnsn. 

Mr geidman has criticised 
interference by the Treasury 
in the details of the rescue. 

ffk HMy de par ture <■ « ■ ■ * » 
at a time when there is grow- 
ing concern that the cost to US 
taxpayers of the rescue wifi be 
substantially more titan previ- 
ously estimated, largely 
became of the level of intorest 
rates and properly prices. 


Congress moves closer to talks on budget 


THE US Congress has ™wwl na a w w 
negotiations with the White Home over 
a deficit-reducing budget package for 
fiscal 1991 starting this October, writes 
Peter Riddell in Washington. 

This is certain to be very dwrnmnt 
from the proposals outlined by Presi- 
dent George Bush in late January. 

The Sflimta Budget Committee yester- 
day adopted by 14 votes to seven a plan 
which would cot the deficit by $43hn 
down to below the $64bn Gramm- 
Rndman dnfirit reduction target far fis- 
cal 1991. Late on Tuesday, the House of 
Representatives approved by 218 votes 
to 208 a Democratic pkm to cut the 
deficit by $3SJ3 bl 

Both versions have lower ibfayn mvi 


M gTiar d n i n w a U r o ptmfBwg than th« 

Administration proposed. They are 
intended as opening positions in the 
talks between Congress and the White 
House. 

However, the Administration itself 
now estimates that a deficit reduction 
package of at least $45bn, and poss&dy 
much more. Is nned ed to mee t the tar- 
get because of slower economic growth 
during the winter and higher titan- fore- 
cast interest rates. 

The House version sets defence 
spending authorisations, including com- 
mitments for fixture years, at $283bn, or 
nearly $24bn less than sought by the 
White House, with projected spending 
outlays of just over J295bn, more than 


$8bn lower than the Administration 
proposed. The Senate committee ver- 
sion proposes defence spending of 
marriy $iobn leas than the Bush budget 

At the last minute House Republicans 
did not even offer the Bnsh budget for a 
vote became it bad been overtaken by 
changed in both the economy and wond 
pouting. A loading Republican said: "We 
would get to our negotiations more 

quickly if we did not offer the Bush 
budget." But they disagree with the 
Democratic pbm because it cuts defence 
excessively. , t 

In the Senate, Republicans argued 
ri 1 ** paefcagg was unreal- 

istic, particularly in its approach to 
defence and was not going to 


be implemented. 

On paper, ft " House version seeks to 
cot $355bu, though Mr Leon Panetta, 
chairman <rf the House Budget Commit- 
tee, has estimated "har d savings** at no 
more than J26bn to S27bn« will $9hn 
unexplain ed and In additional 
revenue still In dispute- 

The Senate version combines cuts tn 
j fryfenra, an additions! fl&S m fa taxes, 
y 9hn in user fees, cuts in entit leme nt 
social programmes of $5.6bn and cuts in 
other domestic programmes and foreign 
aid of $35bn. An associated plan far an 
amnesty on back taxes and Intensifi ed 
enforcement efforts ia projected to raise 
a further Sllbn to increase total savings 
to 8541m. 


Costa Rica and banks line up Brady-style debt deal 


By Stephen FWBer, Euromark e ts Correspondent 


COSTA RICA and foreign bank 
cred it ors are set to beg i n sign- 
ing on Saturday an agreement 
which will reduce the coun- 
try’s bank debt service bdll by 
almost three-quarters. 

The will 

the third comprehensive pack- 
age to have been completed 
imito- the debt redaction initia- 
tive launched last year by Mr 
Nicholas Brady, US Treasury 
Secretary, when the pact 
beco mes effective on May 3L 

The initiative envisaged the 
use of official resources, 
mainly from internat ional 
Monetary Fund and World 
fhnfc to finance a rednetkm in 
hawk debt Of m1iMlA.|w»nnM 


countries agreeing to economic 
reform. 

Si gnat ure of the agreement 

by the g n vp mwiprrfr nwH by 

seven banks (led by Bank of 
America) which sit on the 
co un try’s bank advisory com- 
mittee, will start in the Costa 
Mean ca pital £ nn josA 
The remaining 200 banks 
will begin to sign in New York 
next week. 

The agwwmeit la to 

reduce the country’s animal 
debt service bill from about 
ysflm awmwlly to about $4Qm, 
according to bankers. Costa 
Rica has only been partially 
servicing its debt to banks 
ffhM* 1966, MMhUf up anaam 


Of more than pMw 

The a g ree m ent c ontains no 
request far banks to make new 
loans to the country - a factor 
which was exp ecte d to make 
agreement easier. 

Banks representing only 2 
per cent of the $L5bn ta bank 
debt have not entered the 
agreement High participation 
tmnng batiks has marked the 
three Brady agreements so far 

y P I i 

R flnk« Tp mM Rn ting g q m fl ffi 

per cent of the total debt opted 
to sea their debt back to the 
country at 16 per cent of face 
value. 

ftmhi hniMftig about 17 per 
cent of the total debt agreed to 


ffl H wrt more *h»n 60 per cent 
of their exposure into low- 
interest bonds with a 6% per 
rmt annual coupon, a 20-year 
maturity and an 18-month 
r olling guarantee on intorest 

These banks also swap their 
overdue interest into 15-year 
floating rate bonds with a 
three-ye ar rolling guarantee of 
interest. 

Banka representing a 
remaining 18 per emit of the 
total debt opted to convert less 
flum 60 per cent of their expo- 
sure anti fliair back interest 
into bonds which carry longer 
maturities and no Interest 
guarantees. 


The fear of establishing a 
precedent of a debt re du cti on 
agreement with a country in 
arr e a rs to banks delayed com- 
pletion of the deal. 

A 20 per cent down payment 
on the overdue interest was 
fnrhwitM? in the agreement, in 
what bankers said was an 
attempt to discourage arrears 
elsewhere. 

Mexico and the Philippines 
have already completed Brady- 
type agreements; Venezuela 
and Morocco have outlined 
agreements with bank credi- 
tors. fTHiTw has used officfai 
resources under the Brady 
for a modest debt buy- 


Technical! 
Its An Arc 



cture. 


But Its Really 
Something Else. 


CA90s 



Freedom to choose. 

Freedom to change. 

Freedom to grow. 

Such are the basic tenets of the most 
FtfpHnm advanced, independent architecture 
i ivCUUIll* ever developed: 

CA90s from Computer Associates. 

The world’s leading independent software company has 
developed CA90s to liberate you from software constraints. 
At last, you’re free to choose the best applications and 

TVyIeITZ deliver more efficient distributed 
1 UvldV • processing. 

By encompassing IBM, Digital and all other industry 
standards, CA90s gives you unprecedented freedom to 
integrate across platforms, operating systems, different 
vendors - in fact, throughout your entire corporate 
environment But most importantly, CA90s gives you the 
freedom to grow. It constantly protects your computing 
a M J investment by providing ways to 
/villi integrate new technology with existing 

Tomorrow. Altogether, CA90s is the 

architecture that offers you the freedom to face tomorrow. 
And it 's ready just when you need it the most 
Today. 

For an Executive Overview, contact Lindsay 0 ’Donnell on 
0753 77733. 


(Computer 

Associates 
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Volatile profits 
predicted for new 


Mtofate ? Political parties undergo a local ‘acid test’ 

ni*An n i*a -VVhw JL 


prepare for 
poll losses 


JL. W 

The controversial poll tax will dominate today’s elections, writes Richard Evans 


power companies 


By Michael Camfl 


By David Thomas, Resources Editor 


NATIONAL POWER and' 
FowerGen, the two new ~eteo* 
tricity generators, wm have 
more volatile profits' than the 
12 companies now snpphrlng 
the UK, the first large-scale ' 
City seminar on electricity pri- 
vatisation will be told today. . 

Representatives of almost 
100 City institutions will be 
briefed by James Capel, the 
Government's broker for elec- 
tricity privatisation, on the 
sale which is doe to begin in 
November with the flotation of 
file 12 area c ompanies . 

James Capel will today 
publish the most substa ntial ••' 
analysis yet of the prospects 
gar the industry as it fiamfi fry 
privatisation. In a 98-page 
report, which has been seen In 
draft by the Department of 
Energy. 

The position of the 12 area 
companies Is cushioned - 
because, more than SO per rent 
of their profits win come from - 
their monopoly over local dis- 
tribution networks, James 
Capel fa* mnnlwilwl 

Area co mpani es with large 
percentages of domestic cus- 
tomers are likely to enjoy 
higher profit margins than 
those more reliant tin Indus- - 


trial customers, the James 
Capel report shows. • • 

Tba Government, however, 
has compensated for this 
- and far te * varying needs of 
the companies for capital 
investment— by setting a reg- 
ulatory regime which will 
allow the more vulnerable 

companies to raiafe their prices 

mine rapidly. 

By contrast with the area 
reunpanfaa, “the profits Of the 
generators are likely to be 
more votetfle," James Capel 


The re port s tre s s e s tint the 
«tmi supply of electricity to 
customers is a low margin 
activity .This su ggests Out the 
recent competitive 'scrabble 
between the new electricity 
companies to sign up large 
industrial customers may tall 
off once the new electricity 
market is established. 

James Capel -forecasts that 
the am o u n t of electricity con- 
sumed will incniase by lw4 per 
cent a year over the decade, 
with growth stron g er during 
the second half of the 1990s. 
This compares with l par cent 
daring the whole of file 1960s 
and 2-5 per cent during the 
past five years. 


MINISTERS are p reparing for 
widespread Conser vativ e Party 
-losses to Labour in toii^g 
local elections hut are Ipping 
the Tories can retain control 
of 1 their “flagship” councils 
ami help turn the tide of oppo- 
sition to the poll tax. 

With all parties cautious 
about predicting the outcome 
or today's contest for the (L200 
council seato at stake, Mr Ken- 
neth Baker, the Conservative 
Party chairman, said the gov- 
ernment atwyjd “to hold what 
it has” ****** would ii«*ifc*» signif- 
icant m1»m in some areas 

Mr Baker, who said the poll 
tax - the new tax to pay for 
local services - Is “here to 
stay", claim ed Us party had 
successfully persuaded many 
voters that Labour-ruled coun- 
cils were to blame for high 
bills. 

Mr Jack C Bnniwghjun, 
Labour's campaign co-ardbut- 
tor. reneated rinhwt that Us 
party wmridl be delighted with 
net gains of around 200. He 
said Labour had a “pretty 
good chance" of victory in 
Wandsworth. 

Conser va t i ve victories in the 
“flagship” co uncils such as 
Westminster and Wan ds worth 
In London would prove disap- 
pointing for Labour, even 
though It would not normally 
have expected to win 


R arely in Britain’s 
recent lyVHHcai history 
hove politicians taken 
as intense an interest in local 
elections as in today's polls 
throughout wn giawd , Scotland 
and Wales. The results could 
provide an acid test of the 
opposition Labour party's 
chances of winning the next 
gg r rerfl l election. 

ff the results are as gloomy 
for the g ov e rnm ent as recent 
opinion polls suggest, Tory 
MPs . may round on Mrs 
Thatcher's leadership in des- 
peration in the summer . 

The poll tax which replaces 
domestic rates, is the dominant 


POINTERS ON THE PARTIES’ PERFORMANCE 


TORY PARTY wIB do wefl H R: 

■ loses fewer than 250 seats; 

■ retains any two out of Wandsworth, West- 
minster and Bradford; 

■ gains good support in Tory authorities with a 
low poll tax; 

■ recaptures Sutton from the Liberal Demo- 
crats 


Party of Britain In Bolton, Leicester and 
Bradford. 


tt wm do badly V they: 

■ loses more than 500 seats; 

■ I OSes all three vanguard seats; 

■ finds no extra support In Tory authorities 
with a low poll tax. 


It wm do badly HR: 

■ falls to take control of three London bor- 
oughs; 

■ loses control of Brent and Ealing; 

■ falls to recapture Tower Hamlets from the 
Liberal Democra ts . 


issue. Tory strategists have 
campaigned on its perceived 


advantages, so a harsh elec- 
toral verdict today will put 
pressure an the Government 
sir Its withdrawal ra- zefoan. 

According to opinion polls, 
turnout wm be much higher 
than the usual 40 per cent or so 
because lethargic voters are 
likely to be galvanised by the 
controversial tw, 

Labour is deliberately 
playing down for two reasons 
forecasta that tt could take con- 
trol of a fresh swathe of coun- 
cils across the country. 

First, apart from Greater 
London and the Scottish 
regions where an the seats are 
being contested, only one-third 
of seats in 38 EtagHsh. metropol- 
itan districts, U4 Hw gHah «*ri 
five Welsh shire district coon- 


LABOUR wm do well R It 

■ holds on to Its 1986 gains and wins another 
200 seats. 

■ captures Wandsworth. Westminster and 
Bradford and at least two of the London bor- 
oughs of Merton, Hillingdon and Enfield. 

■ does not lose many votes to the new Islamic 


LIBERAL DEMOCRATS wffl do weU R they: 

■ retain control at Eastleigh, Pend I e and Sut- 
ton; 

■ gain seats at Cheltenham, Colchester, 
Southend and Winchester; 

■ poll more than 15 per cent of the popular 
vote. 


They «n do badty H they: 

■ lose control of any council, including Tower 
Hamlets, Sutton and Richmond and seven 
shire districts; 


cDs are at stake, so the poten- 
tial for big gains is simply not 
there. Moreover, Labour 
already controls 29 metropoli- 
tan (ttstricta rompared wtththe 
Conservatives' two. 

■ ^wwn^ the " l *^ ?*** fa»fa> 
place on a four-year cycle and 
were last held in 1968 when 
Labour did exceptionally well 
and the former Alliance parties 
reasonably wdL 
Many of the “easy" targets 
are already in Labour hands, 
therefore, so tt mus t pwrftwm 


remarkably well to make sub- 
stantial tlrrthftT gains. 

The centre vote is also 
i m po rta nt since it will indicate 
the strength of the re-emer- 
gence of two party politics. 

labour strategists want the 
old Alliance vote to collapse so 
that the party becomes the 
only viable alternative to the 
Tories, hod the liberal Demo- 
crats have a habit of digging in 
deep at the local level, and 
could prove (fifficult to shift. 
The Conserv a tive s have not 
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entered any rmmdcrf local elec- 
tiona in such a weak position 
since Mrs Thatcher came to 
power over a decade ago. 

If the Conservatives do weU 
in critical seats like Wand- 
sworth, Westminster and 
Bradford where the community 
charge has been set at low lev- 
els, the relief at Tory Central 
Office will be fam gihip 

Equally, the results in 
Labour-held London boroughs 
Mkw Haringey, Brent «**«* Lam- 
beth which have high poll 


BRITAIN IN 
BRIEF 


Reserves 


fall $98m 
in April 


The Government Intervened 
to prop up starting less than 
the market expected last 
month, aoccriffisag to data 
! released by (he Treasury 
yesterday. 

The UK's official reserves 
of gold and foreign currency 
fell by an underlying 998m 
hi April, compared with a fell 
of $42®at in Marck Total 
reserves now staid at 
ts&oaim. 

The consensus of market 
opinion was that |200m of 
res e r ves had been spent, and 
some brokers expected a drop 
of as nmch as fSOOm. But the 
news made little inipresstan 
on the markets — sterling was 
slightly down an the day and 


UK on coarse 
to join ERM 


£fHey: welcomes ERM 

Mr Peter Lffley, Financial 
Secretary to the Treasury, has 
given further assurance that 
Britain is mi course for joining 
the wrfmxp rate mechanism 
of the European Monetary 
System when the Finance Bin 
was given a second reading 
by a majority of 130. 

He ignored a challenge by 
Mr Chris Smith, a Treasury 
spokesman for the opposition 
Labour Party, over apparent 
differences between Mr John 
Major, the Chancellor of the 
Exchequer, and Mr Rohm 
Leigh-Femberton, Governor 
of the Bank of England, on 
the issue. 

Mr Smith daimed that the 
Chancellor had rejected the 
Governor’s view that, apart 
from the present hi g h level 
of inflation, Britain bad 


for entty laid down at the EC 
summit in Madrid. 

Mr Lilley said the 
Government welcomed recent 
moves by Italy to abolish 
exchange controls, but there 
gtfll rwwawwwl c o n d ttions to 
be met, “notably a reduction 
of inflation in this country." 


Security review 
in N Ireland 


Bforthan Ireland’s secmtty 
cblefe are trying to piapfidsS 
how terrorists managed tp 
stage a booby trap bomb 
attack Inaido a Comity Antrim 


taxes, will be pored over to 
assess whether the local 
authority is being blamed or 
the national government 

It is in London that the Con- 
servatives will be at their most 
vulnerable. This is partly 
because the capital has a high 
proportion of marginal seats 
among its 32 boroughs, and 
partly because an the seats are 
at stake, **i«wpg the c h a nce of 
wholesale changes greater 

The biggest prizes are Wand- 
sworth and Westminster 
because of their low poll tax 
levels and their aggressively 
Thatcherite leadership. Their 
loss would be a very great 
humiliation to Mrs Thatcher. 

The Liberal Democrats face a 
practical difficulty since they 
are fighting only 3400 of the 
5400 seats at stake, compared 
with the 4£00 candidates put 
up by the Alliance in 1986. 

In Scotland, the Tories con- 
trol none of the nine regional 
conwriin pwi t fa* only outside 
prospect of recovering control 
is at Grampian which is ruled 
by a Liberal Democrat minor- 
ity 

The Scottish National Party 
is expected to make some 


gains, partly at Labour's 
expense, hut is not expected to 
capture any councils. 

The Green Party is fi e ld ing 
1,370 candidates in England 
and Wales, twice as many as 
ever before, but it is d efen di n g 
Just three seats. 


Territorial Army base 
yesterday, injuring several 
people. 

The blast happened as a 
civilian mechanic was moving 
a military vehicle irmife the 
base at Lisburn. He is being 
treated for serious leg injuries 
and several other people, 

tnphiiHny hw> yra wi g dilHw m, 

were treated for cuts. 

Security forces in Northern 
Ireland are already on fall 
alert following a warning from 
file Royal Ulster Constabulary 
last we ek teat the I RA was 

09 H InfamulfyiTig Hi 
i>«nnHng anil bombing 
wnnpalpi 


Law firms 
‘discriminate’ 


City law firms are guilty of 

wnwHm ihfa imlntpwtlnnal 
dinrrhiilnatlnm against 

graduates fiumetbmc minority 
backgrounds, according to a 
report an recruitment to the 
saiicitore' profession. 

The report, tended by the 
Law Society and the 
Commission for Racial 
Equality, found that black 
ethnic minority candidates 
generally had to apply to a 
significantly larger number 
of firms for each invitation 
received for Interview. 

At Inte rview, they were 
twice as Ukely to be asked 
seemingly irrelevant questions 
ajbont family background. They 
were almost twice as likely 
as white candidates to receive 
more rejections than offers 
of tr aining . 


Tough action 
on hooligans 


Britain has urged Italy to take 
tough aeHnn against British 

m iCOfT linnH—WK ihiHiigiiwt 

month's World Cup footbtf! 
patert. 

“What we have been saying 
to (Italy) is, *ff you take action 
against your own people, do 
the same against any British 
hooligan who causes you a 
problem’," said a spokesman 
for Mr Colin MoynUxan, the 
Sports Minister. 

Mr Moynihan travels to 
Italy next week for discussions 
with government officials on 
wwi ta mlHng violence at the 
games. 


Budget fails 
to deliver 


The Government's budget may 
fell to live up to its billing as 
a budget for savers, according 
to a survey of savings habits 
among the British published 
by National Westminster Bank 
yesterday. 

Britans saved £142.80 on 
average in the first three 
months of the year. However, 
only 6 per cent of those 
questioned after the budget 
think they will save more as 
a direct result of the 
Chancenor's proposals, while 
23 per cent said they win save 
less and 52 per cent will save 
about the sama. 


US fighter 
crashes 


Pieces of an American Flll-F 
jet fighter yesterday rained 
down on buildings piercing 
roofs as the crew of two 
ejected before the aircraft 
crashed an the east coast 

The jet, on a routine 
training mtefun, phmged into 
a wheat Add near JHnham, 
about time miles south of 
Blakeney Point, Norfolk, said 

The pilot and weapons 
systems o per at or were taken 


RAP Inkenheath in Suffolk. 
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Nine remain in 
custody over 
Iraqi gun affair 


By Jimmy Burns 

NINE EXECUTIVES of British 

com panies at the centre of the 
Iraqi gun controversy were 
under arrest yesterday after 
being haM overnight by CoS' 
toms fffiHuia at police stations 
in Sh«iffi«id and Birmingham. 

A senior Customs and Excise 
officer is understood to have 
authorised a 12 -hour ext e n si on 
for the arrest of the nine, who 
were not named, so last night 
they were approaching the 
maximum period for which 
they could be held without 
being charged, released or 
brought before a magistrate. 
However, a magistrate could 
grant a further 36-hour exten- 
sion. 

The two co m p a nies involved 
- Sheffield Forgemasters and 
Walter Somers - said they had 
not been informed by Customs 
officers that any of their execu- 
tives bad been arrested. 

Sheffield Forgemasters said 
six executives of group compa- 
nies had been asked to make 
statements on Tuesday and 
were continuing to do so yes- 
terday accompanied by their 
solicitors. 

Eagle Trust, the parent com- 
pany of Walter Somers, said of 
its executives: “We have not 
been told that they have been 
arrested: all we've been told is 
that they are assisting with 
enquiries." 


Customs crffiHalfl said 16 peo- 
ple were held for questioning 
yesterday but some had later 
been released. 

Customs and Excise have 
indicated that some of those 
arrested were likely to be 
charged today under the 
Export of Goods Control Order 
ami the Customs and Excise 
Management Act, which gov- 
erns the attempted export of 
prohibited goods. Engineers at 
Walter Somers now believe 
that equipment exported to 
Iraq may have been part of a 
hydraulic recoil mechanism for 
the "supergun” project 

The company earlier alerted 
the Department of Trade and 

T ra i l i i d r y ad vising them of its 

deep suspicions. Sheffield For- 
gemasters maintains that the 
Iraqi order was for a petro- 
chemical project, and that it 
had received DTI approval. 

The Commons Trade and 
Industry Committee yesterday 
deferred until next week a 
decision on whether its investi- 
gation into the controversy 
should be suspended until the 
end of legal proceedings. 

The options faring the 
committee are postponing the 
inquiry or bolding it in secret 
Going ahead with the inquiry 

WOUld be ETnhnrra awing for ttio 

Government and the decision 
could well split MPs. 


ITV companies plan to 
buy own transmitters 


By Raymond Snoddy 

THE ITV companies are going 
to try to buy their own trans- 
mitters when Britain’s Inde- 
pendent Broadcasting Author- 
ity transmission system is 
privatised next year in a deal 
that could be worth more than 
£100uL 

The Independent Television 
Association, the trade organi- 
sation for the 16 commercial 
companies, is believed to have 
informed Price Waterhouse, 
th e accountancy and manage- 
ment consultancy firm charged 
with selling the syst e m , of its 
interest. 

Virtually all the ITV broad- 


casters are publicly quoted 
companies which will have to 
operate in an Increasingly com- 
mercial and competitive envi- 
ronment as a result of the 
Broadcasting BOl now going 
through Parliament. 

So far more than 40 compa- 
nies from Europe to the US and 
Japan have expressed interest 
in Transcom — the working 
title for the privatised system. 

The Broadcasting mil does 
not preclude a non-European 
Community company buying 
the entire UK commercial 
broadcasting transmitter sys- 
tem. 


Race group 
calls for law 
on choice of 
education 

By Alan Pike, Social 
Affairs Correspondent 

THE COMMISSION for Radal 
Equality has written to Mr 
John MacGregor, Education 
Secretary, asking him to 
change the law to prevent par- 
ents selecting schools on racial 


If Mr MacChegor refuses, a 
court confrontation betw een 
the commission - a st a t u tory 
body - and the Government 
appears unavoidable. 

Mr MacGregor has upheld a 
ifaridnn by Cleveland County 
Council to allow Ms Jenny 
Carney, a white mother, to 
transfer her daughter to a 
Middlesbrough school with 
fewer Asian pupils. 

The council argued that its 
duty under the 1980 Ed u c at i on 
Act to accept parental prefer- 
ences unless these interfered 
with the efficient use of 
resources, superseded the 1678 
Race Relations Act This says 
that the allocation of s chool 
places must not be discrimina- 
tory. 

Commission officials have 
written to Mr MacGregor ask- 
ing whether, since he is inter- 
preting die law in file same 
way as the council, he is pre- 
pared to it 

Unless be agrees, the com- 
mission is hkidy to seek a Judi- 
cial review to establish the rel- 
ative standing of the two 
plac es off legislation. 

H is for us an absolutely 
central issue and we would 
want to test it," said Mr Mich- 
ael Day, the commission’s 
riwifiiMii, yesterday. 

The commission has also 
told wfafafai* that the particu- 
lar Of Minorities 

have been virtually ignored in 
the G o v ernm ent’s white paper 
on Sw reform of tfo* criminal 
Justice system. 

It is caning far i ftAf* of 

mea su re s faatfhf the right 
to ndiBysdnd Julies for all 

riafwutan ^g 

A two-year research project 
by the Centre for CMnmoingl- 
cal Research at Oxford Univer- 
sity, funded by the commis- 
sion, is looking at how the 

rrtmf n al pm— a ffa ria 

t Bf f wn t tflinfa groups. 

Ethnic minorities are 
heavily over-represented in 
the prison population. 


Flying the flag for small European airlines 

Paul Betts and Paul Abrahams t alk to British Midland chairman, Michael Bishop : 


T HE collapse this week of 
German Wings, the G«'- 
man airline which was 
seeking to compete against 
Lufthansa, was an eloquent 
example of the dffficnltteB fac- 
ing Europe’s small indepen- 
dent operators against the 
might of the big national flag 
carriers. 

“I won’t let it happen tons," 
says lb- Michael Bishop, the 
chairman of British Midland 
Airways, outlining a broad 
range of initiatives hfa aT ritno 
had taken to try to win a big- 
ger share of the British, afr 
transport market both domesti- 
cally and in Europe, as well as 
defending the interests of inde- 
pendent afrWivw in a more der- 
egulated European airline envi- 
ronment. 

In recent days, Mr Bishop 
hag intensified his lobbying of 
UK government officials in 
Whitehall and MPs in Parlia- 
ment, and sought support from 
the country’s press. He has 
also taken his campaign to 
Brussels to win the European 
Commission, to his cause. ' 

Barely eight years after the 
demise of Sir Freddie Laker’s 
airline, Mr Bishop suggested 
yesterday that there was now a 
growing risk of history repeat- 
ing itself with the dominant 
European flag carriers trying 
to put gmaller nWlnwi oat of 

business. 

Both In London Brus- 
sels, Mr Bishop has vigorously 
opposed BA’s and ELM’S plans 
to invest in a 20 per cent state 
each in the new Belgian 

SiiIimw W orld Airlines and to 


establish a new Eur ope an hub 
baaed in Brussels. 

BMA claims the deal, now 
under investigation by the EC 
and the UK Mergers and 
Monopolies Commission 
(MMC), would seriously distract 
competition. 

Mr Bishop held talks with 
sir B ritten, EC com- 
petition commissioner, this 
week. Both the EC and the 


dne to approve the second 
stage of European airline liber- 
alisation next month. 

Mr Bishop, argued yesterday 
that alUnnroa between domi- 
nant carriers were clearly 
uncompetitive but that invest- 
ments- by large airlines in 
smaller airlines could -help 
strengthen the -financial and. 
comp etitiv e position of these 
second tier carriers as long as 



Michael Bishop: lobbying hard for more co mp e titi on 


MMC are expected to reach a 

darlrfn n by n» amt nfJ ima 

EC officials are 

concerned by the recent spate 
of partnerships and aiitaneM 
between large carriers. They 
fear these pacts will mate it 

iHfflwilt for small mimpe U tre a 

to wntw the market **»d i-inV 
pre-empting the EC's- latest 
eff or ts to liberalise European 
air transport. 

European gover n ments are 


they T CTTtwfrnp d IrWtepondtmt, 

Be r-iafmod thia wasthe case 
of Scandinavian Airlines 
Systems’ (SAS) 25 per cent 
investment in Ids own airline. 
He also suggested if BA or 
annnthff large carrier had taken 
a state in German Wings, the 
independent carrier would 
have had a good chance of 
(mnudng against Lufthansa. 

Mr Bishop is also opposing 
the cooperation agreement 


between Air France and Lnf- 
tim?ma and the Air Fiance 
takeover of UTA, the indepen- 
dent French long distance air- 
line, and Air inter, the domes- 
tic French carrier. 

However, he is worried that 

many European governments, 

especially France, are funda- 
mentally : opposed to tbe 
operations of smaller indepen- 
dent airlines favouring file con- 
cept of big national carrier. 

Mr Bishop has also filed a 
fwmpiirint against Act lingua 
for uncompetitive practices. 

. But BMA’8 mwtn battlefield 
is much closer to home. Mr 
Bishop, whose airline provides 
BA with -most competition on 
domestic routes out of Heath- 
row, has complained that bis 
company is it increas- 

ingly difficult to compete with 
BA 

Mr Bishop has long cam- 
paigned for more slots at 
Heathrow , although BMA has 
the second biggest position 
with 14 per cent of dots com- 
pared with BA’s 28 per cent 

Mr Bishop claimed the 
national earner was abusing 
its position on. the scheduling 
committee at Heathrow air- 
which «iinrato« take-off 
ami landing slots. 

BA provides the committee's 
secretariat and bolds the chair- 
manship. The committee’s 
ma infram e co m p u ter also hap- 
ns to be in the same office as 
Vs fleet planning office. 

The airline had used infor- 
mation from the committee’s 
computer system to provide 
slots to increase the frequency 


of flights on its London to 
Glasgow routes, alleged Mr 
Bishop. This had tat BA 
Increase the frequency an fids 
route from 10 to 14 last Novem- ,. 
bar. 

However, BA had also suf- 
fered a fall in its passenger . 
load, factors of about. 10 ^per- 
cent to around GO per cent. - 
This increase in capacity with- • 
out sufficient demand, he 
argued, represented predatory 
competition. 

BMA bad only been able to 
respond by increasing its own 
frequencies from eight to nine 
flights because of a shortage of 
slots. Despite this increase, 
BMA’s share of the market had 
fail *™ to 25 per cent at the 
name tin™ that its load factors 

had aim tolinrf. He admHtwq 

BMA’s Glasgow operations , 
were becoming marginal. 

Mr Bishop has now asked for. 
daily access to the slot schedal- 
ing cora p n te r at Heathrow. 

BA, however, vigorously 
rejected Mr Bishop’s tirade far 
greater competition. The air- 
line claimed BMA was .sot - 
seeking competition but pro- . 
teetton from competition by 
substitution of themselves for 
BA and other UK airlines. 

"We totally refute BMA’s 
allegation of predatory bebav- . 
lour on file Glasgow sendee. 
We do not control the Heath-, 
row scheduling committee. The 
BMA are not as badly .off for 
slots at Heathrow, as they 
daim," BA fired off In a state- 
ment yesterday. 

The war of words has only 
just begun. . . 
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Labour criticises fuel deficit 


By Alison Smith 

BRITAIN hud a trade Hpflrit in 
fuel in 1989 and the first quar- 
ter of 1990, Mr Frank Dobson, 
file opposition spokesman for 
energy said yesterday. 

Mr Dobson said previously 
unpublished figures showed 
that on top of Hip 6m tonnes 
coal equivalent ifaHat in 1989, 
the first three month* of 1990 
had left a deficit of LSm 

town — . 

Britain had much greater 
fael trade ifcfidfa in the 1970s, 
but last year's figures of 119m 
tonnes exported and 125m 
fannwi imported represented 
the first such deficit since 198L 

Mr Dobson said a sharp 
reduction in an production last 


year looked set to continue 
into the next financial year 
because of shutdowns for 
mainten ance and safety 
improvements. 

. Another factor was the 
import of low sulphur cool, in 
pretence to expensive flue-gas 
desulphurisatkm. - 

Mr Dobson said most of the 
49 British low-sulphur coal 
mines dosed over the last 10 
years had been because they 
were "uneconomic" rather 
than because the supplies were 
exhausted. Safety consider- 
ations made it unlikely that 
they could be reopened. 

For the longer term, he 
doubted whether the UK 


"adequate and good enough 
gas resources" to cope with the 
moves towards gas-fired power 
atattonn. THHipt power afaitiftna 
would import gas or their 
increased use of British-pro- 
duced gas would force British 
Gas to impart 

"Government recklessness 
curtailed our self-suffi- 
ciency in fuel in just eight 
duct years.” 

He said a Labour Govern- 
ment "might well take the grid 
company back into pubic own- 
ership" with greater powers, 
while duties to promote and 
invest in energy efficiency 
wrigftt hp Imptm aii mi.flip distri- 
bution - cmrqiaTTlftK. 


More companies to lease 
sites at Canary Wharf 

By Paul C h a a aa rt g ht , Properly Correspondent .. . 


THREE or .four more 
companies will sign leases on 
space at Canary Wharf, the 
largBgt ampfa co mm ercial p rn p- 
erty project in the UK, Olym- 
pia A York said yesterday. 

Olympia & York, the pri- 
vately owned fbwnuMwn group, 
plan* to fa nild 10 m squar e feet 
at the. £4bn development in 
TAmlnn T W*1md» and aiipa to 

establish a new commercial 
community in 

central London, to the West 
End and the City- 

A wave erf new learing.agree- 
meats would serve to dispel 
the belief . in parts of the Brit- 


ish property industry that 
Canary wharf could turn out 
to be a white elephant and 
would suggest some faith that 
existing road and underground 
plans will relieve the transport 
difficulties of Docklands. . • 
The expectation of more pri- 
vate sector clients comes 
against the background of 
speculation that the Govern- 
ment might put forward 
Canary Wharf as flu site for 
the proposed European Bank 
for Reconstruction: and Devel- 
opment, designed to channel 
wester n finance into eastern 
Europe. 
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In der .Welthanptstadt der Fmanzen* erwartet Sie eine interessanto Position 
im Bereich Wertpapierhandel bei unserer SchwesteigesedLschaft Julius Baer 
Securities Inc. in New Yot)l 

Haben Sie Erfahrung im Aktienhandei (non-dollai), spreefaea Sie fliessend 
Deutsch/Englisch - und wollen Sie in New \brk leben? 

We nn Sie diese Fragen mit Ja beantworten kdrmen, rufen Sie uns an: 

Bank Julius E3r (Deutschland) AG 
BockenheimerLandstrasse42 
6000 Frankfurt am Main 1 
Herm Cari-Matthias von der Recke 
Telefon: (069) 17094-152 

Julius BaerSecuritiesInc. 

330 Madison Avenue, Newark 
Herm Paul Nathan 
Telefon: (2 12) 949-90 55 

Wir freuen uns auf den Kontakt mit Ihnen. 
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JULIUS BAER SECURITIES INC 

For the Fine Art of Swiss Banking 


Perfect 

Savings 

Partnership 



0 »H i correct tfKnwolgofrig wprere 

Now you can benefit from the advantages of the 
pwfacteavtnga pu t i w u lilpofafwibyt o atod. 

Tlw looftard t4 day node* account (a Waal tor year abort torn] 
savtoga owning you « good rata of Interest wKH aaay acesaa. 

And lor your longar term naada.d)are la tea ona yaw toad dapoall 

where via raw of Interest la guaranteed not to change diving tlw 
ported of dspoaft. 

Whether you cftoooe one or bodt of tbeoeyoa can be assured 
MW your Lombard deposit account wil Pa confidential. 

Am an added teaM far overeeaa resWsot*. efl Merest to paid 
■Most deduction of tut at source. 

AH ttileodde up to too perfect savings part ner shi p-- ■ 
whet more could you wish lor your money? 

>tw can And out more wtthout any oMgailon by writing to 
Stephen Carter and asking tor a copy of <w Sowars & Investors 
brochure no. 532 or amply by coniptetng the coupon. 


Carter. Lo mb ard North Central FLC. 

. Services Deportment 532, 38a Curzon St 
London W1A1EU, England. TO: 0737 776861. 

W ares ref il l we. we t * otaBa B ow.acopy of yow Ow ra sh* — tmb reol mu and 
q un w Hre lea.( P hi iM write inCreW hearer 
NAME 

ADORESS. 
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IWgMMd in Bngtaed No. 337004. ftagMwad Office: Lambwd House, 
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Why not try Scotland? 


—don’t know where to goordon’t know 
what to do? . . . then phone 




Are you ahv^ looking for a tfifferem venue? Somewhere ' 
unusual, somewhere that offers luxurious surroundings, 
beautiful scenery, special activities and of course excellent 
food among ma ny ot her spedafities— then look no 
further than SCOHUMHDI 

The Scottish Iburist Board operates a unique referral service 
(Business Enquiry Referrals to the Trade— BEKT) at no cost to 
you which allows your meeting requirements to he cir culated 
around 70 major Scottish suppliers covering country house 

hotels hotel groups, conference . 
centres and professional 
conference and incentive 
organisers— all it takes is a' 
call from you to HOPE 
so call now on 



031-332 2433 

and simply ask far BERT. 
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STRATEGIES FOR THE PROTECTION OF INNOVATION: PAITNNOVA *90 





Hated. 2M3 MaylwaPJdscto da Congrem 
. Sb ila otre far the Protection of lonoredon ■ 

Ewmn fc i mJ i MM aw of Paw ffgtns 
Nations! red fcBawManal Pioteukii of hnanalon 
PHM Strattgtea: Success for Am 
[ tey«te Acwtento - Innovteteii re aWreriren 
PM Uoaralns: A Nrer Mcitafag Appreach 
Now CteMngM lor Paum Anomays 
freMI to and out d Court 


PATINNOVA , 90 wffl be the fiat European Congress dealing with potent and inaovrttan 
matters. It will focus cm how to promote ixmovatkm and a ccd e r at e die spread of new 
technologies by means of the patent system. Its overall objective is to improve general 
awareness of the economic and marketing importance of the patent system. 
PATINNOVA 90 will illustrate fee potential benefits at all levris feat *best practice in foe 
field of industrial prope r ty rights can bring to e d erpt iae a. 
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Gomireian 

of tre Eunpren ConsreirMn 
DGXM (MPRMTPngmrey 


IFO-hwtare 
fcrEcnnonfc nrerewh . 

MOochen 


Office; PL. Th oft, Director-General of the Dtariah Patrol Office A. Schafasa 
Deputy Director General, WIPO, Geneva, and other ejq*rts from large and 
snudl Anna, patent and Innovation Institutes. 

The PATINNOVA Programme and other information esm be obtained from: 

Dr. A. von WHriaben,CEC, DG X1U-C, JMO B4/Q91, L-2920 Luxembourg, 

T«Ls (352) 4301-3351 /-31 69, Fax 052) 4301-4129/-4544 

Dr. U. TSger, IFO- Institute Munich, Posddnger Strasse 5, D-8000 MQncben 86, 

Tdi m 89 92 24-0/-345/-342/ -300, Tlx 522269, Fax (49) 89 985369 


BAHAMAS 

The Financial Times proposes to publish a Survey on the 
above on 

10 Jrifr 1990 

Foaf ft foil editorial synopsis and advertisement 
please contact: 

Nigel Bfcknefl 

on 071-873 3447 
or write to Mm at: 

Nmnber One, Southwark Bridge 

London SE1 9HL. 

.*«« « ■ 
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ONTARIO 

The Finasdal Tunes proposes to pridirii tins survey om 
22nd May .1990 

Fora fbB edhormj : 


bit ter 




- . ftfiraKSSare 

or write to: 

Number One 
Southwark Bridge 
London 
SE19HL 
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BUSINESS LAW 


Path is cleared for non-US issuers 


By Marilyn Mooney 


IN A MOVE which could 
revolutionise US capital mar- 
ket*, the Securities and 
Exchange Commission . (SEC) 
has adopted Buie 144A, which 
allows, for the first time. 
Immediate resale of certain pri- 
vately placed securities to 
qualified institutional buyers. 
This rule paves the way tor 
non-OS issuers to offer securi- 
ties in the US without the costs 
associated with SEC registrar 
ttoa or with historically HUo- 
uid private placements. 

The SEC- also made two 
equally significant moves 
designed to enhance the attrac- 
tiveness of US markets to ■ 
non-US issuers: It approved 
what win be the first n wW 
trading system in the US for 
privately placed securities. 
Known as PORTAL (Private 
Offering. Resale and Trading 
Through Automated Linkages) 
and designed by the National 
Association of Securities Deal- 
ers, the a u tom ated system will 
facilitate primary placement 
and secondary trading for Rule 
144A securities transactions in 
innltirCUXTency settlements. 

In addition, the SEC, in 
effect, reduced the holding 
period requirements of safe 
harboe under Rule 144 which 
have been In effect since 1972. . 

Under the amended ruler 
subsequent purchasers not 
affiliated with the issuer may 
combine or tack their holding 
periods of secmities issued in 
private- placements' or resold * 
under Rule 144A (including 
those of non-US issuers), in 
order to satisfy the two or 
three year -holding- period- 
requirements at the rule: 

This 'Chdnge. will mriianne 
liquidity by allowing restricted 
securities to reach the us pub* 
He marketplace far earlier than, 
previously permitted. 

At tiie same time it '• 

these changes, the SEC also 
adopted Regulation S, which 
clarifies when offshore offer- 
ings are not subject to US reg- 
istration. Regulation S focuses 
on ; flowback into the 1 US of ' 
securities ' issued abroad, 
whereas Role 144A fleaia with ; 
resales of securities in the U& 

Both Rule . 144 and. the new 1 
Rule 144A provide safe harbor 
relief' from the - registration 
requirements of section 5 of 
the Securities Act 1933 (Securi- 
ties AcQ for rnsalea in theUS 
of ptiviBtetyidftced securities. 

Unlike Rule Z4< Rule 144A ; 
requires no holding period : 
before resales can occur to 


qonlified institutional buyers. 
Ranee, 1 .the competitiveness 
and liquidity of that markets 
-are enhanced, -thereby lower- 
ing -the cost of capital to ton- 
ers In tfcelbgt instance. 

The . number of qualified 
-instit utional buyers is esti- 
mated to exceed 3,000. Except 
for registered broker-dealers, 
qualified institutional buyers 
must own *ud invest on a dis- 
cretionary 1 l ffpis g mhriumm of 
SiOOm in securities of unaftt- 
Hated- Issuers. The- threshold 
for registered luokerdealas is 
flQm. In the ease of both 
-domestic and foreign banks 
and savings and lo an ass oria- 
tiotrs, an extra requirement 
that they have a net wrath of 
$25m has also been imposed. 

Although Rule -144A will 
- lower capital raising costs in 
the US for nanUS toners, it 
has not exempted these issuers 
from the registration require- 
ments of section 12 of the Secu- 
rities Exchange -Act 1934 
(Exchange Act). Secu riti es of a 
. non-US toner that are-traded 
ou a US securities exchange 
must be reglstenri .-under sec- 
tion 12(b). 

In addition, any class of 
equity securities of an Issuer 
with total assets erf more than 
$Sm that are hrfrt of record by 
500 or morepersona (in rinding 
PORTAL qualified investors), 
at tew* 300 of whom reside in 
the US, must be registered 
under section 12(g). 

Non-US issuers who offer 
equity securities i privately in 
the US as a result of Rule 144A 
will In time probably trigger 
the section ing) registration 
threshold. Because these secu- 
.rities will . usually become 
fireely' tradable after three 
years purs uant to Rule 144, 
they wiR be able to be quickly 
resold to more than 500 per- 
sons. ; Many -of these -issuers . 
will be exempt from Section 
however, pursuant to 


; non-US toners 
who have not already estab- 
lished the Rule 12g3-2(b) 
exemption should do so. The 
exemption is . available for a 
non-US toner as krng as: 

• it has not in the past 18 
months had securities regis- 
tered pursuant to section 12 or 
been subject toa reporting 
oMtottion under section 15(d): 

• its securities were not 
issued in connection with the 
acquisition of another Issuer 
that had toned’ securities in a 
US public offering or -had sec- 


tion 12 registered securities; 

• its securities are not quoted 
in an automated inter-dealer 
quotation system tie. NAS- 
DAQ, but not PORTAL) or rep- 
resented by American Deposi- 
tary receipts so quoted except 
for certain securities that have 
been traded since 1983. 

The Rule 12g3-2(b) exemption 
can be claimed and maintained 
by furnishing the SEC informa- 
tion of material Interest to 
investors that is required to be, 
or vobrnfarfly is, ™»tfa public 
in the issuer’s hnma jurisdic- 
tion. Thus, establishing the 
exemption is not onerous to 
non-US issuers. 

Although. Rule 144 A*b bene- 
fits are far-reaching, non-US 
issuers will need to cnn eMe r 
some technical requirements 
when securities are privately 
placed In reliance on the 
exemption from registration 
under section 4(2) of the Secu- 
rities Act or safe harbour Reg- 
ulation D thereunder, so as to 
ensure that the new rule will 
be available for resales and 
that the cost of initial place- 
ment will thereby be reduced 

Use of Rule 144A is only 
available for certain securities 

ami ig ftnmWtinnal OD provi- 
sion of specified Information 
by certain issuers. In contrast 
to earlier proposals. Rule 144A, 
as finally adopted, hw iM i w pn 
additional restrictions of non- 
reporting, non-US toners. 

-Rule 144A is available only 
for “ securities which are not of 
♦ha mm class" aa vmwhhm 
listed on a US securities 
exchange or quoted In a US 
automated inter-dealer quota- 
tion s y s tem (which c ur re n t ly 
includes only NASDAQ, not 
PORTAL and not bid and ask 
q uotations in the w»i ' i wi t "nfnk 
sheets" of the National Quota- 
tion Bureau, Inc). 

Also included aa part of the 
ineligible class are securities of 
an open-end inv estment com- 

TWUV. fl ■■nit m\ i riiiMlL t HIR i! . 

or a face amount certificate 
company that must be regis- 
tered under the Investment 
Company Act. 

Warrants that can be exer-. 
cised for traded or quoted secu- 
rities less than three years 
from the date of tone or at an 
exercise premium of less 
10 per cent are included in the 
m»m« dam as their underlying 

imiairll.lM. 

Moreover, securities underly- 
ing American Depositary 
Shares (ADS) are deemed to be 
of the same class where the 


ADS are traded or quoted secu- 
rities. Other securities are gen- 
erally considered to be in the 
mine cbfrwt if they are rimtlar 
is character and rights and 
privileges' Debt securities axe 
considered to be in the mbib 
class, for example. If their 
terms relating to interest rate, 
maturity, subordination, secu- 
rity, convertibility, call and 
redemption are similar. 

Rule 144A requires that cer- 
tain issuers supply specified 
inf ru 7 p gtinn to purchasers on 
request at the time of resale. 
This arises only for issuers 
that do not have securities 
which are (1) registered under 

ffflfttlon 12 of thft Tfrrrhflnge Acfc 

(2) Rule I2g3-2(b) exempt, in 
the case of non-US issuers; or 

(3) eligible to be registered 
under Schedule B of the Secu- 
rities Act, in the case of foreign 
governments. 

It is unlikely that the infor- 
mational requirement of Rule 
144A will deter non-US toners 
from launching offerings in the 
US based on the new rule. 
First, those potentially most 
Hkely to do so - the over 1400 
non-US toners already Rule 
12g3-2(b) exempt - will not be 
subject to this requirement 
Farther, non-US issuers can 
always voluntarily become 
Rule 12g3-2(b) exempt even 
where they have not otherwise 
triggered the section 12 (g) reg- 
istration thresholds. Finally, 
the information required of 
those non-US issuers actually 
subject to this part of Rule 
144A is expected to be rela- 
tively easy to provide. 

The Information required 
under Rule. 144A would include 
a statement on the issuer’s 
business; the issuer’s most 
recent balance sheet and profit 
and loss and retained earnings 
statements; and gfmiiar finan- 
cial statements for the two pre- 
ceding fiscal years or for any 
shorter period the issuer has 
been In operation. 

In adopting Rule 144A, the 
SEC Was fo buHwiHwg ' 

that Rule 144A in its current 
form will be reevaluated and 
refined over time. With the 
simultaneous adoption of Rale 
144A, PORTAL and Regulation 
S, the SEC has firmly gone on 
record that internationalisa- 
tion of the secmities markets, 
including the US markets, is 
now under way. 

The author Is a partner in the 
Wa shi ngt on office of US law- 
yers FtHbright & Jaworsfd 
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BENEFITS FOR THE 
FINANCIAL ANALYST 
Designed for fmanical analysts in fends 
management, stoddxoldngand corporate 
boardrooms, FT Firstbase can be tailored 
to individual requirements. Your own 
data, alerts and analysts’ comments ate 
easily integrated toa 
Comparative information from several 
sources can be displayed using 
split screen and windowing techniques. 

You can print the displayed information or 
transfer it directly into spreadsheets or 
other proprietary WP, desk top publishing 
and database softwa re packages with ease. 

COST SAVINGS 
FT Firstbase provides a single source of 
PC-based information. This means just 

J+T'" 

The only source you need 

FINSTAT, 2nd Floor; 126 Jermyn Street, London, SWIY 4UJ. TW: 071-925 2323. 


Tbo much of your analysts’ time 

is tied up in filtering data provided by an 
ever escalating variety of services. 

What they need is the principal sources 
in a single stream of wdl formatted, 
consolidated data: on-line, real-time. 

Who better to provide this than the 
Financial Times. What better solution 
than FT Firstbase. 

FT FQtSTBASE SOLUTION 
Combining more than a dozen different 
data sources with FINSTAT’s own 
established expertise m financial data, 
FT Firstbase is the UK’s newest real-time 
consolidated price and news service. 

unlike other electronic information 
services, FT Firstbase links into your 
existing PC network. 


FINANCIAL 

NEWS 


GENERAL 

NEWS 


one set of line charges, the utilisation 
of existing hardware and min i m a l 
installation expense. 

In operation it's also highly cost com- 
petitive with a simple annual subscription 
par concurrent user. This means you only 
pay for the total number of simultaneous 
users you need regardless of the number of 
PCs on your network. 

JTNSTAT 

Call FINSTAT on 071-925 2323 
for oar brochure 

Our consultancy team will analyse your 
information needs and show how 
FT Firstbase will meet those requirements 
and save you money. 
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Wky your Wsiness sliouU have at Samsung 
personal fax. Explained in one line. 



Trayelling^tf BusiiKss In tihe Netherlands? 

Enjoy reading your .complimentary copy of the Financial Times when 

yon'ie staying in 

Amsterdam 

at the Ascot Hotel,. American Hotel, Amstel Hotel, Apollo Hotel, 
Barbizon Centre, Barbizon Palace, Doelen Crest Hotel, Grand Hotel 
Krasnapolsky, Garden Hotel, Hilton Hotel, Hotel Estherea, Schiphol 
Hfltnn Hotel. Sonesta Hotel. Victoria Hotel 
Eindhoven 

at the Hotel Pierre ■ im — -n 
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A Samsung personal fax is also a personal copier and telephone, so it pings straight into 
your existing plione line. Xlxat means tlxere’s no connection fee for a dedicated fax line and no second, 
phone line rental changes. 

These considerations, plus a price tagf of just £599* makes the Samsung SF2010 tKe ideal first 
fax for a cost-conscious small business. 

If you’re a Director in a large company, you’ll see the benefit of a Samsung personal fax 
too. Namely confidentiality. Your own fax, on your own desk means tbat unlike tbe office fax, tbere’s 
no queue of nosy people to surreptitiously read your confidential documents. 

Whether it’s used in big business or small business, tbe Samsung SF2010 does tbe business. 
Just check tbe list of features below. Fbr more details simply fall in tbe coupon. We’ll be bappy to 
explain tbe benefits of our fax in more tba n one line. 

■ □ One touch diallin g (12 locations), two touch dialling (99 locations), for either facsimile 
or pboiie functions G Automatic re d ial or delayed autodial G 16 levels of gfrey scale for clarity 
G Automatic document feeder witb 5 document capacity G Daily/Delay/Multiple/Security Polling. 


s* 


*E«.VAT 



Evr filrtkw m. the SF2010 personal lu end the rest of the Samaung Range, eomplete thie 

/j coupon end send it to: Semanng Electronic! (UK) Ltd^ Unit 1, Hook Rin Bueineea & Industrial Centre, 
-j 225 Hook Rue South, Surbiton, Surrey KT6 7LD. 

^ • 
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ggSAMSUIMG Tried, and trusted technology. 
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MANAGEMENT: Marketing and Advertising 


Death of an advertising name 

Media buying under 
a new Aegis 

Alice Rawsthorn on the restructuring of WCRS 


O n Tuesday one of the 

best known names 

in the London adver- 
tising industry will 
disappear when the WCRS 
Group rechristens itself the 
Aegis Group. 

The c Wp of name marts 
the end of the old WCRS 
Group’s ambitions of becoming 
a force in the international 
marketing services industry. 
Only a few years ago WCRS, 
like so many other publicly 
quoted London agencies, made 
most of its money from adver- 
tising in the UK, but was deter- 
mined to diversify into other 
disciplines and other coon tries. 

Today the original advertis- 
ing agency has been absorbed 
jntn EWDB, the international 
network controlled by Euro- 
com, the French marketing 
group. Aegis has retain ed a 
minori ty holding in EWDB, but 
has banded over managerial 
control to Euracom. 

For its part. Aegis will con- 
centrate on Carat, the French 
tt w/Kct buying business which 
is now by far the largest part 
of its interests. The remaining 
activities comprise a headquar- 
ters staff of 15 and a handful of 
public relations and sports 
sponsorship subsidiaries. 

The catalyst for the restruc- 
turing of WCRS was the stock 
market crash In autumn 1967. 
Until then the company had 
made acquisition after acquisi- 
tion supported by a sympa- 
thetic stock market. WCRS 
conformed perfectly to the 
City's cliches of an ambitions 
young agency. Its directors 
favoured flamboyant glasses 
and florid bow ties. They show- 
ered analysts with circulars 
oozing rhetoric about its 
embryonic "enterprise of entre- 
preneurs”. 

w ring acquired agencies In 
the US and Australia and 
diversified into other disci- 
plines. Bnt it was still too 
qrnnU to compete against the 
established international 
advertising networks, like 
Saatehi & Saatchi and Young & 
Rubicam. It needed to make 
more acquisitions, but could no 
longer depend on paying for 
them with highly rated shares. 

After the 1987 crash the envi- 
ronment changed, says Peter 


Scott, who was chief executive 
erf WCRS and is now chairman 
and chief executive of Aegis, 
"and we had to change with 
it" 

The few deals WCRS did 
after the crash - including 
buying 50 per cent of Carat - 
were paid for with debt Last 
spring it decided that, as it 
could not expand all its Inter- 
ests, it should concentrate on 
one particular area of activity. 

As the original WCRS 
agency was floundering - it 
had suffered a series of 
account losses and staff depar- 
tures - it was derided to con- 
centrate instead on media buy- 
ing. Carat, which was founded 
the Grass brothers, Gilbert 
and Francis, was the obvious 
vehicle. It already dominated 
the French media market and 
was expanding into other Euro- * 
pean countries. 

Media buying has tradition- 
ally best carried out by spe- 
cialist departments within 
advertising agencies. But agen- 
cies have tended to concentrate 
on creative wort, often at the 
expense of media. The Grass 
brothers exploited this weak- 
ness by persuading advertisers 
to separate media buying from 
the rest of their advertising 

and to rhunnri tht wigh flwh- 

specialist buying business. The 
Gross brothers are renowned 
for their negotiating sMTls- Gil- 
bert Gross is a world poker 
champion. 

Throughout last spring and 
summer WCRS was embroiled 
in negoti a ting the sale of its 
advertising interests to Euro- 
com and the purchase of file 
remaining shares in Carat It 
completed the deals in Decem- 
ber. The advertising industry, 
nothing if not emotional, was 
outraged by a leading agency 
abandoning advertising for 
media buying. 

Scott is unrepentant He says 
his chief responsibility is to 
shareholders and that “if flat 
means taking decisions that 
are unpopular with the adver- 
tising industry, tontpis" 

Aegis Is now structured as a 
conventional holding company. 
It runs Carat in the same way 
as ils other subsidiaries — Pas- 
coe Mally, the sparta sponsor- 
ship company run by farmer 


British athlete Alan Pascoe, 
and the public relations consul- 
tancies — by delegating 
day-to-day responsibility to 
local management The Aegis 
head office in London looks 
after group strategy and finan- 
cial matters, such as tax and 
treasury management. 

The re-orientation of the 
business towards France has 
lmd tittle impact hi ope rationa l 
terms, given that Aegis’ execu- 
tives had already dealt with 
Carat as an associate. 

Aegis intenifa to turn Carat 
into a network of media buying 
businesses across Europe. The 
rationale for its expansion is 
that the trends in European 
media of concentration of own- 
ership ?m«ng the global media 
grxwps and deregulation of the 
television system will make 
media baying increasingly 
complex and competitive. 

This, Carat hopes, should 
encourage advertisers to 
switch their media buying 
away from agencies within 
marketing services groups into 
specialist companies like 
t Carat also plans to buy 
media for the smaller advertis- 
ing a gen tries that may find it 

too expensive to keep their 
own media departments. 

I t has adopted a two-tier 
structure whereby the buy- 
ing is carried out by a 
series of small independent 
wimpiniffl which draw on its 
central resources, such as 
research. Carat will spend £Sm 
on madia wwwirii this year. 

Carat now represents 8 per 
cent of the European media 
mtirW it alma to reach a mar- 
ket shar e of 15 per cent within 
three years. It will achieve a 
share of 11 per cent if the 
French Government agrees to 
Its application to handle the 
media buying for the Eurocrat 
agencies in France. A decision 
Is expected this month. 

Carat is now strengthening 
its European network. I t has 
just opened an office in Portu- 
gal and plana to open one in 
Greece. It intends to expand in 
the Netherlands, Scandinavia 
and eventually into eastern 
Europe. Aegis also plans to 
forge closer links between 
Caret and Pascoe Nally by 



Peter Scott: one of the founders of WCRS and now chairman 
and chief somcvttve of Aegis 


developing new areas like 
gramme sponsorship and 
ter syndication. 

The consensus in the City is 
that so tar Aegis' new strategy 
has succeeded. The group 
recently announced profits of 
yistn before tax extraordi- 
nary items on turnover of 
£345m for the six months to 
December 3L 

"Media buying is a buoyant 
market and Carat Is well 
placed to ' expand in the 
future," says Lorna Tfibian, an 
advertising analyst at Warburg 
Securities. "But m w tin buy- 
ing market is about to become 
much more competitive.” 

One problem is the response 
of the other ad agencies to 
Carat. Some small agencies, 
notably in Italy, hove handed 
h i pHi w in "media clubs” as a 
defence against Carat's growth. 

But the main t h reat comes 
from the large agencies which 
have centralised their media 
buying in soroe coun triee. The 
networks owned by WFP and 
Omnicom have farmed the 
Media Partnership. The hxtet- 
pnblic agencies have created 
Initiative, ftaatnhi h«« c entra l- 
ised its UK buying into the 
Zenith buying operation. . 

These new units ■ have 
already taken some business 
away from Carat. It recently 
lost its Omnicom account in 
Paris to the Mafia Partnership. 
More important, the new units 
are intensifying the pressure- 
on profitability. Margins in 
French media buying have 
already been depressed by the 
eme rg ence of the new buying. 


groups. 

Another potential prob ton is 
a French government inquiry 
into media buying in -France. 
The inquiry should be com- 
pleted by tiie end of next year. 
In tiie meantime Aegis' share 
price is almost certain to suf- 
fer. In the longer term it faces 
th ft t h rew* of legislative inter- 
vention in Fiance, its biggest 
market 

The spectre of increased 
competition mid legislative 
controls comes at a time when 
Ao g in is already unitor finan- 
cial pressure. The group has 
hefty bo rro w in gs: with net 
debt at £7ten on negative net 
a sse t s of £U 2 m at the year end. 
It most also pay another £L00m 
for Carat over the mat four 
years. This payment, which 
wm be In cash and possibly 
shares. Is not perfdrmancere- 
lated so Aegis will have to find 
tiie money whether Carat teres 

well or cot 

These financial constraints 
mean that Aegis will be 
dent an organic gro wth , 
may be some small acquisi- 
tions for Carat and -possibly 
Paaooe Nally- Bnt most ana- 
lysts suspect it will have to 
reduce its holding in EWDB as 
it will be unable to help 
finance its expansion. 

Over the next few years 
Aegis win discover whether its 
new strategy can succeed in an 
increasingly comp etiti ve cli- 
mate or whether ft may even- 
tually find Hewif in a posi- 
tion of being overly weighed 
down with debt and unable to 
expand. 


Seeking a wider market for 
a perfume of Arabia 

n _ A _ 


Victor Mallet explains 


S ix yeara ago Sayyid Badr 
fain Hamad fain Hamood 
A1 Bu Said and his fam- 
ily, members of the Omani 
royal Hue with extensive busi- 
ness in tere s ts in tto ftiManate. 
hired Frenchman Guy Robert 
to create a classic fragrance. . 

The outcome of Robert's 
efforts was "Amouage”, a per- 
fume given an exotic oriental 
Image associated with the 
frankincense trees of southern 
Omni a pH«»» tag which 
made it the most expensive in 
the world. Amouage was one of 
a number of Oman’s atte mp ts 
to diversify its economy away 
from reliance cm oil and gas, 
and the perfume has now 
hacmw th*> fiw gwMp of tiie Sul- 
tanate’s efforts to move into 
new markets. 

Amonsss. a French translit- 
eration of an Arabic word 
meaning waves (marine or 
emotional), la imported from 

France and treated and battled 
in a small factory near Muscat 
airport. It was sold largely in 
tiie Gulf, ami atoo tn Hatreds, 
in London, but te now spread- 



mvl nHiwr Bean-pteri ons s tones 
are even more expensive. ^ 
“Part of our brand position- 
ing is our precious metals 
fine,” says Griffin. Other per- 


ht« appointment as 

manag ing tirr j y h E f 18 pmnttw 

ago, Paul Griffin, a British far- 
mer jxl w ar Ma lng Bwrn ^ ju i» | Hno 

helped Amouage to penetrate 
wood markets by cutting tiie 
perfume’s price, delicately 
adjusting its Arabian image 

anrt pa dag l n ^ fan yBng duty- 
free shops and airlines, and 

■ iK wrMriiiy <w Vnjna 4 BWBM I 

soap is already available and a 
number of other toiletries and 
mv-pwunrton are in the p^pdine. 

Prices, which were once dou- 
ble those of its nearest rival 
Joy, made fay Jean Patou, are 
now only 10 to 15 per cent 
M ghgr, a tactic which, firfffhi 
believes, brings Amouage 
within reach of more custom- 
ers without losing tiie cachet 
of tiie world’s most expensive 
perfume. 

The costly glided silver con- 
tainers designed by Asprey (an 

TdnmlM tyk itomd fhwm for 

the women’s fragrance end an 
Omani dagger handle shape for 
the men’s) have been supple- 
mented by French lead crystal 
bottles fra: women which have 
the same dome motif but 
which, Griffin feels, have a 
more m ta tnat lopal appeaL 
Retail prices of standard 
Amouage products now range 
from £60 to £890; special flasks 
inset with igpfg lazuli, onyx 


the strategy for Amouage 

therefore, tiie key. and^ there 

are plans to attack the French 

market in the near future. Har- 
rods is likely to re main the 
only outlet in Britain. 

T- ifcp any fast-exp andin g 
small company, Amouage has 
experienced growing pains. 

Production teeffittes are over- 
stretched, so the company 
r nm« to set up a second pro- 
duction line in Muscat, 
increase the workforce from 
the current level of 25, and 
introduce a three-shift system 
for continuous opera t io n 
Manag ement has al read y 
been streamlined fay all owing 
the company to operate inde- 
pendently of the family-owned 
Omani conglomerate Safaco; 
pre v iously decisions bad to be 
Kym by Sabco’s board, which 
was ramble to devote all its 
attention to Amouage’s inter- 
national efforts because it was 
dealing with doze ns of 
other companies in areas Tang- 
ing from contracting to agricul- 
ture and real esta te. 

With a wholesale turnover of 
around $5m, Amouage te still 
not large enough to win sub- 
stantial bulk disco unts on 
hi pntu such as perftnne bottles. 
finch flow ran also be difficult 
as the business expands. "Our 
biggest problem is that we buy 
80 per cent of what we need in 
Europe on SOday terms, and 
sell 75 per cent in the Gulf, 
where 120 days is normal,* 
says Griffin. 

Perfume, however, is all 
about marketing and high 
mark-ups. T the cad of goads 
is more Qvm 10 per cent of the 
uni retail price, we are out of 
business,” says Griffin. “The 
trade more than halt” 
The skills of Guy Robert, 
who also created Madame 
have combined with 
an effective marketing strategy 
to establish Amouage as a clas- 
sic perfume with a touch of 
oriental mystery. There are 
frankincense trees In Oman, 
but Amouage^ like most of its 
rivals, «*"*■*"■ only a small 
miiwit rf s y n th esis ed t rawidn. 
cense dL 

"Up. to about 12 months ago 
we were so small that nobody 
zeaHy bothered very much, 
says firiwiw, "Now that we’ve 
got aotoe packaging with more 
a wwal i think they axe begin* 
mngto take it aJtttle bit more 
seriously, and hi same markets 
we axe waxy dose te dqteg the 
same vufaane as Joy." 


off in haute couture and 
branched out into fragrances, 
Amouage is not plannin g to 
compete in the market for silk 

scarves, but will try its hand at 

ppn« invi cuff-links- "We fed 
that is a logical sequence,* 
Griffin says, "because of our 
experience in precious metals.” 

The company holds sales 
courses for airifne crews, such 
as those of Samba. and encour- 
ages them with hefty commis- 
wjons. This has paid off by con- 
solidating Amouage’s position 
on the airliima and in the 
duty -fr ee shopping centres of 
the Gulfr Griffin has now 
moved into the Pacific, with 
duty-free outlets from San 
FTancisco to Singapore. 

Duty-free sales now account 
for about 30 per cent of 

Ahwm^« ImvAriaa, while the 

non-GuIf share of total rales 
has risen .over the past two 
years from about 5 per cent to 
25 per cent, and te still increas- 
ing. 

' Amouage' . Is, how sold , 
t h rough 60 outlets around the 
world. That may rise to about 
100 tn the counte of years, 
but Sayyid Badr and Griffin 
are conscious of the dangers of 
ovarexpamdon and tiie need to 
wuilnterm an of BXdUStW- 

ity. 

-We’ve found through, b itt er 
experie n c e' (hi the Gulf) that 
there's a Bmft to' how much 
Amouage you can' sell.* says 
Griffin, who notes that increase 
tog the number of outlets in a . 
given cou ntry does not neces- 
sarily boot sales among such 
a select, group of customers. 
Geographical expansion is, . 


Where in Britain can you 
open a complete bank account 
with high interest 


— paid gross? 


\ 

Douglas, Isle of Man. 

I Bank of Scotfarxi (Isle of Man) Ltd pays 
\ high rates of interest and doesn’t deduct 
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The isle of Man has Ns awn tax 


\ system which enables expatriates to 
\ enjoy London Money Market rates without the tax 
"T" \ imposition of the mainland. 

\ At the same fume you have the strength and 

ruV . acceptability thaj comes when dealing with a 
— subsidiary of a major UK bank, 

for an application form, return the coupon to Bank of Scotland 
(Isle of Man) Ltd, Bank of Scotland House, PO Bax 19, Douglas, Isle of Man. 



AmXDJWIE 

I mwd rotMn m y vory- 

cetna of 1km rf going to 
fn» Subtler to nMmuai 
bdanca faahg rwamd. 

£1000 minimum opening daposl - no maximum bdancu. 

Standing orders and direct debits £1 per item. 

Statements quarterfy free of charge). 

Interest calculated dofy paid monthly 
CoS (0624) 23074 for current interest rotes. 

Bank of Scotland {We of Mon) Ltd was incorporated and is situated in 
the bsie of Man. The poid up capital and reserves of Bank of Scotland 
Ode of Man) Ltd as at 28th February 1990 were £470 mSfioa 


r^gb interest current account for 

I expatriates. 

Please send me a Manx Money Market 
■ Cheque Account Application Form 




□ 


Full Name. 
Address 


I 

Bank of Scotland (Isle of Man) Ltd J 

I looking after your interests in the Isle of Man | 


Country. 
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Putnam Emerging Health 
Sciences T kusrS-A. - 

• SBCAV ■ 

Lnx B mfabmi .il, iw AM ira 
• ' RXLUneiiiboiBgNoB 20058 . S-; . 

Notice of Extraordinary General Meeting 

The ataieboidexs of Putnam Emeigktg Health Sciences lYust S.A. ace 
hereby ooimned to acend » seeped Emaopfoanr General Meeting of riaic- 
holden to be Ud at the legterad office of ibe Company on June 5, 1990 a 
3 j 00 jpun. with tfaefoflowhigeynde 


Agenda 


i. 


Amm H mw * tVu n mInlW, i in Aiflcla 1 80 as ID Omit 

therefrom «5-A-». 

2. Dera t ion to delete the mtof Article 7 id to' t e mnliw the two hg 

T wn e wir u nftitlriAKin/v' imaiiM lIi.wHBATtiglg?. 

3. Amoodmeut of Article 21 firaCparaftnirfv Bnca 18 and 19todcfe8Ctfag 
wards «and adjusted far the effect cr any w«iaa »oatsn mdln g». 


Dne tpifae fact ftatefinttMeetinshcMonAtHfl 17. 1990 tfid not reach a 
gnaratn sod (fast it k henby reconvened by soticee given m axonbmee with 
1/i xc m txxn^ Law. there b ao qaoromrcqmicmagai the ■ccoodgeoetal meet- 
kig, at wfaicitiaotatzons stall bepssaedetam^jadQrttf two tUxdscfihe shares 
jzcaesiorrepresaatod. 

The Boad of Dnecton 


EUROPEAN INVESTOR’S WEEKLY 

by GUTTMANN& MARCOVia 

FROM THE HEART OF EUROPE YOUR WAY TO EUROPEAN STOCK EXCHANGES 

Now available worldwide. 


The iron antain has fallen. 

The EC is the biggest, strongest and most dynamic 
domestic market - all over the world. 

Europe is the focal point of the international investe- 
ment commrauniry. 

Europe generates new for ms of investement, new di- 
mensions of profiL 

Europe is booming - we will give you the informa- 
tion to be successful. 

Europe's #7 ranked stoddetter — the European 
Investor's Weekly -gtudes yoo on die fidd of Euro- 
pean stock markets. 


The "European Investor's Weekly RecommbndaTicn 
Record" reached 290% since January 1988. Ourtopre- 
co mm e n dai io n perfumed 507%. In the same period the 
European stocks in general were . outperforming the 
Dow* by only 80%. 

In trodu cing a new service, the European Investor's 
Weekly win support you with the latest news by DHL 
- EXPRESS, directly from the heart of die Continent. 
Weekly you will receive exclusive information and re- 
commendations on die European stock exchanges as 
well as the latest analyses compiled in the E uropean 
Chart Service. Delivered personally to your desk. 


TUifl ml 8WOratoTM^Ttolra MMa *iiratefaa»teD»»lra Cnwrefa taafai l 


■>11 


Free Test Offer 

Please send me the European Investor's Weekly plus the European Chart Service. Delivered by, 

Two weeks of top information, recommendations and charts -free and without any obligations. 

Nam e. ... ........ ............ ....... State ^^3p .*... . , . L ' 

Company..... City 

Address (NovjhiBa*). - Phone. . 


Please mail, fox or call: European Investor's Weekly— G uttmann & Marcovid 1 ^ , 
Kschhpf 3, A— 1010 Vienna, Austria -Enrope; Phone: ..J535 46 70-0. Fa v ..J5354669 
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CINEMA 


A rush of blood to the head Down Under 




“ytae C^wittDL's Sweetie Is the best 
• Australian film of recant thmy , a 
* # the l^^stabHshed theory 

that since Ufa m the Antipodes Is 
Uvea upside down, normal existence is 
impossible. Blood rushes to the head and 
shoes mus t be magnetised to the an jth. In 
these con d i tion s it Is quite possible that 
two mentally disturbed sisters would 
wreak havoc among boyfriends, family' 
and each other. 

Kay ( K a re n Colston) Is slim, nervous 
and phobic about trees. (Her dreams are 
haunted by the sapling cracking »bmnEh 

her paved firxntyard.) Dawn, nWrmmwri 

“Sweetie" (Genevieve Lemon), is fat, emo- 
tional and failed in show business.: (Hie 
wanted to b e a singer.) Kay spends tin* 
movie’s first half quarrelling with live-in 
lover Louis and being polite to moved-Jn 
sister Sweetie, who haa arrived trailing 
douds oT chaos pins her boyfriend-man- 
ager. Then Kay, Louis and Kay’s Dad flee 
Sweetie’s t antrum s by motoring off to see 
Mum, who is resident cook in a sort of 
Cutback cowboy town. Soon Sweetie is 
chewing china animate and wrecking the 
home she has been l eft in. And worse is 
yet to come. 

Campion does not actually attribute 
these people’s problems to Australia’s 
upside-down position on. the globe. Butahe 
does take conventions of Australian d rama 
- the family soap opera, the outback idyll, 
the car eer dreams of the co untr y mouse or 
suburban squirrel — and Hft them up by 
the ank les so that blood thunders to the 
brain. 

Sweetie is My Brilliant Career hoist by 
the heels and held tm its head ^n-p" red. 
FOr the feminist achieving ! iftalahra-lwf in 
that movie, read fr u s tr ated cares' dreams 
and psycho-sexual crisis. For a sin- 
gle-minded heroine, read a pair of schizo- 
phrenic sisters (which adds up to fora: war- 
ring identities). The movie ends with 
Sweetie, who has been chewing the afore- ' 


SWEETIE 
Jane Campion 


SHE-DEVIL 
Susan Seidriman 


SEE YOU IN THE MORNING 
Alan J. Pakula 

INTERNAL AFFAIRS 
. Mike Figgis 

NUNS ON THE RUN 
Jonathan Lynn 


said cbma will carving up the furniture, 
p oi n t i ng her nude body black and chm- 
mng a tree. Asm here she yells blue mur- 
der at the returning family «nd the !«*•- 

nxHwalpurgisnacht begins. 

CeUa showed us an Australia where bad 
little girls dream of monsters and commit 
manslaughter, its bizarrities were slipped 

into a natura li s ti c setting and performance 
style. In Sweetie, first-time feature 
director Jane Campion - formerly a 
prize-winning maker of short films - 
gives the whole movie the glint of virion- 
ary maflheafl - The colours and camera 
angles suggest Diane Arbus let loose in 
Wonde rl and. (The cinematography is by 
Sally Bangers, first woman cameraman to 
shoot an Australian feature.) And the 
storytelling combines moments of near- 
sfapetick anarchy with a darker, fiercer 

paadmiimi. 

Whenever yon think the movie is about 
to into a down- under “French 
Saunders” (Us Lemon herself is a 
ringer for Dawn French), it Changes Into a 
more lethal gear a nd susKests a 'striae 
Strindberg. The cumulative effect is fanny 
and shocking, ridiculous and sublime: the 


portrait of an idyllic land fissured by iden- 
tity crisis. 

In this feminist age, as women rise up 
from 10,000 years of oppression (give or 
take a millennium) they will inevitably be 
depicted as monsters as well as justice- 
seekers. One would expect such depictions 
to be perpetrated mainly by male direc- 
tors, guarding their collective ego. Yet 
both Sweetie end She-Detril have all-female 
writing and directing credits. 

Susan Seldebnan’s She-Devil takes Fay 
Weldon’s already-televised novel and 
makes a mess of turning it into a movie. 
Meryl Streep alone strides tall, as the 
snooty lady novelist who whisks new boy- 
friend Ed Begley Jr from the tender 
embrace of his plump, plug-ugly wife 
Roseanne Barr (American TV’s favourite 
housewife who, according to the Daily 
Mail, has her sights ' set on the American 
Presidency but here kitted out with wart 
■nJ moustache). Mss Barr swears ven- 
geance. and the b egins 

Streep Is wonderfully funny as she 
orchestrates her symphony of airs of 
graces: from purring ingratiation on TV 
chat shows to amorous swooning in the 
j ac ta z L This Is the world of the lady novel- 
ist as hex own exquisite creation. “Writing 
can be so, so lonely!" she exclaims souL 
fully, and smashes a cognac glass to the 
floor. Goodness knows on what real-life 
scribe, if any, Streep based this perfor- 
mance. It is ilka Elinor Glyn rolled up into 
Edna O’Brien. And it shows that an act- 
ress we thought of as La Ponderosa can 
also be La Hilariosa. 

The movie’s problem Is Ms Barr. Under- 
paying a role that needs judicious over- 
playing, she is like a coma victim essaying 
Lady Macbeth. Gifted with lines that 
should bring the house down - Til go get 
a strainer” she comments when a gerhQ is 
found in one of her stews - Barr’s fiat, 
nasal readings barely register 0: 01 on the 
comic Richter scale. 


‘ Tim result is a black comedy with a 
black hole in the middle. And the direc- 
tor’s sex may be to blame. Unlike Jane 
Campion, Susan Seideltnan looks to have 
had a failure of nerve with her own “she- 
deviL” Loyal to her sex, she cannot make 
a monster of her avenger anti-heroine. So 
we have the ludicrous spectacle of a chain 
of vengeance executed by a woman who 
barely displays the energy to get up from a 
crumpled bed in the morning. There is no 
point m the devfl having the best tunes if 
he or she is denied the expressive bravura 
with which to play them. 

★ 

Oh for a devilish tune in See You to i The 
Morning. This pious emotional drama was 
written and directed by Alan J. Pakula 
(JSlute, All The President's Men) from mem- 
ories of his own divorce. It could, Z fear, 
have been written and directed by a com- 
puter from memories of yesterday’s 
weepies. Piano music sheds its ivory tears 
over the tale of Dr Jeff Bridges, 
well-heeled psychoanalyst, who divorces 
beautiful Farrah Fawcett and marries 
beautiful but younger Alice Krige. Will he 
find happiness? Mime Important, will the 
children adjust to the change of movie star 
in the role of mum, housewife and cook? 

Someone should have come in and per- 
formed some cuisine art on Pakula’s 
script This runs to untrimmed literary 
growths like “Need, the great seducer” 
and unblushing foliations like T wanted to 
lie with you In the haunted moments of 
the night." Falling to fight Its way out of a 
smfiing-throughtoars preciosity, the film 
leaves us ferftng that the problems of the 
rich are indeed different from our own. 
They can afford to turn minor ills into 
forty-carat woes. (Bridges and Krige are 
both migraine s uffe rers and don’t they let 
us know). And they can make a scene of 
pushing airport luggage up a busy ramp 
into a metaphor for the Sisyphus struggles 
of the emotions, when most of ns would 



Genevieve Lemon and Karen Colston in Jane Campion's ‘Sweetie* 


just be glad we could afford the air tickets. 

Internal Affairs is a rumbustiously seedy 
police thriller directed by Britain's Mike 
Figgis (Stormy Monday). “Film noir” 
would understate the film's style, as cor- 
rupt police detective Richard Gere and 
“internal affairs” cop Andy Garcia prowl 
through a shadowed, slatted, Stygian Los 
Angeles: a place where a pocket torch is as 
necessary as a smog mask. 

Garcia is out to nobble Gere because 
Gere is, or could be, a killer. Also because 
Gere, a spare-time Lothario, is making a 
play for every police colleague’s wife, 
including Mr Garda's. Two hours of cun- 
ning cat-and-mouse ensue, which runs out 
of floor-space only at the end when con- 
trivance brings about the Inevitable 
face-toface shoot-out Much doomy elec- 
tronic music (which sounds like the mellif- 
luous moaning of whales); much wooden- 


Indian ferocity by Garda; and much light- 
heeled, impudent charisma from Gere in 
the gift role of a cop you love to loathe. 

* 

British movie comedv is a dear, defence- 
less thing and we must all give generously 
from time to time. But I refuse to fork out 
a single P for Nuns On The Run. One: it fa 
already making enough money in Amer- 
ica. Two: it is excruciatingly unfimny. 
Robbie Coltrane and Eric Idle are the bank 
robbers hiding out in a London nunnery 
and soliciting our chortles for the trans- 
vestite consequences. IF your sides burst at 
the mere sight of a razorable countenance 
donning a snood or wimple, Jonathan 
Lynn’s witless film may be for you. If not, 
get Some like It Hot from your video shop 
and see how cross-dressing comedies 
should really be done. 


Nigel Andrews 


The Duchess of Malfi 


THE PIT 

The film of Tennessee 
WiUfowm* Suddenly Last Sum- 
mer took a powerful leaf from 
John Webster's Jacobean 
shocker when the asylum-con- 
fined Elizabeth Taylor crossed 
a bridge over a room full of 
madmen who leapt and clawed 
at her, much as the haptena 
Duchess is surrounded by 
capering lunatics as a torment 
Cinematic parallels recur 
throughout Bill Alexander’s 
production: the compactness of 
plot, ;the inexorability with 
which “having fashioned them- 
selves of nothing they strive 
to bring .themselves to noth- 
ing,” are unmistakable ele- 
ments of fQmmoir. - ■ 

First seen in Stratford last --(Mick -Ford, a trifle stiff. and 
November, thfa production rum callow X though the grief that 
one notable cast change. Step- nearly unhinges her is almost 
h en Box er p lays Bosola, the impossible to convey fin: mod- 
ho use herd Bpyntmreff: crn~tastBr~Sh tf convinces in 
murderer, without the conven- both the dignity of her station 


whe n neces sary, but o ccasion- 
ally erupting into lupine snarls 
(wolf imagery loams large with 
Webster’s darkling muse) of 

n ngor and Bslfconiempt. 

The actor uses a naturalistic 
technique successfully; less 
successful is such literalness 
applied to the madmen (the 
scene emerges as neither har- 
rowing nor moving) or the 
murders of the Duchess and 
her lady, where spasmodic 
twitching and threshing bring 
ah unwelcome dfakai tmidi to 
file Mack poetry. 

Harriet Walter’s Duchess fa 
for the most . part strong and 
moving, touchingly vulnerable 
in the wooing of her stew a rd 


ttonal hint of Machiavellian 
villainy. This fa an interest- 

S ' understated performance, ' 
pan, watchful, cool with, 
dislike, a bespectacled appara- 
tchik disposing of cadavers 


and tim fra gHHy o f her f .appl- . 

ness, less in staring at the 
depths of tragedy. As the elder 
of her murderous brothers 
Bruce Alexander, Impressive 
Mefcon forehead patently bulg- 


ing with evil, does not avoid 
the melodramatic scowl - and 
Sally Andrews* poor Caziola 

finally wwnrti tn gaping frnrnyri - 

ulowsly, as well she mi g ht , as 
horror piles on horror. 

Fotfan Dfanou’s set fa oddly 
clean-lined with right-angled 
doorway and metallic-looking 
gallery, all of which suggests 
even more Humphrey Bogart 
as Bosola and Claire Trevor as 
the lustful Julia, the Cardinal's 
mistress who fails for Mm and 
pays the price. In fact Patricia 
Kerrigan fa outstanding in ty 
role, a very proper courtesan 
brandishing her tiny pistol 
with style. . 

The production’s strength 
Hm in its clarity, the briskness 
with' which it recounts the 
tragedy. If the cast could hide 
their detectable seff-coosctoas- 
ness at moment s ' of gore and 
■outrage, and overcome, their, 
obvious fear of&ratfaltig it,1t 
would perfectly evoke Web- 
ster’s ginmning charnel-house 



Martin Hoyle Harriet Walter and Brace Alexander 


Las Hermanas 


SADLER’S WELLS 

The family has ever been a favoured 
location for Kenneth MacMillan’s 
explorations of the human psyche. 
Within the ■ clear structure of its 
relationships, he finds causes for 
anguish and subterfuges - and 
affections - which he examines with 
clinical precision. From the 
extraordinary family of Anastasia to 
the haunted siblings of My -Brothet. My 
Sisters, he has probed and goaded his 
characters, forging, the while a 
language of rare expressive potential. 

Las Hermanas remains one of his 
most direct and succinct exercises in 
domestic tension, and given 
performances as taut as those from 
Sadler’s Wells Royal Ballet’s artists on 
Tuesday it has lost none of its power to 
hold the viewer. 


' It fa melodramatic in outline, with its 
matriarchal bully and frustrated 
women; its lusts are furtive and Us 
emotions raw, yet the choreography, 
and the interpretations it inspires, 
never cheat, nor stress the obvious. 
Instead, the characters are drawn with 
penetrating clarity: the three chief 
sisters exist as individuals from the 
moment we see them rocking In their 
chairs; the brutish suitor (Joseph 
Cipollfl) has but to stand in his too-tighl 
clothes for us to know Mm. 

Marion Tait as the eldest sister 
catches all the frustration and 
repressed sensuality of her role, so 
piercingly fixed by a circling gesture of 
her linked hands; Karen Donovan and 
. Bonnie Moore as the middle' and 
youngest sisters offer studies in 


seetiring and viotentiy opposed emotion. 
And at the ballet's end we know about 
these women, and the aridity of their 
future. 

There could be no greater contrast 
t han the flirtations and ambiguities 
with which Graham Lustig enlivens the 
Poulenc two-piano concerto in his 
Paramour in this new progr am me at 
the Wells. Two couples flirt at an 
elegant party. There are little 
mysteriousnesses as Marion Tait is 
Involved with David Yow and then with 
Fetter Jacobsson. But Jacobsson fa also 
caught up with Galina Samsova, whom 
we are finally told has protective 
ftaoWng a for Manon Tait. 

Perm u t ati ons of feeling; glances that 
give too much away, avowals that give 
too hki«», are the fabric of a lightly 


confected piece that revels in 
insincerities, and delights by the fluent 
way its cast present the choreography, 
ft is a trifle, but its central quartet treat 
every least moment with the proper 
seriousness, and we are intrigued and 
held by something as prettily iridescent 
ami impermanent as a soap bubble. 

The bonne-bouche in an evening that 
ended with Elite Syncopations, was 
Mlyako Yoshlda and Tony Fabre, 
buoyant and quick-footed, in the Don 
Quixote pas de deux. They had the 
groundlings in a roar. The two 
considerable scores of the evening — 
for Las Hermanas and Paramour - 
sounded very well under Philip Ellis’s 
b a t on . 

Clement Crisp 


Tokens of Affection 


DERBY PLAYHOUSE 

Four of the characters in 
Maureen Lawrence’s play are 
maladjusted girls in a special 
twanMwg nwit; the other three 
are the staff. Each of them haw 
been given a quality that 
shows the variety existing in 
what, from the outride, might 
seem similar people. 

The school Is run by middle- 
aged, stem Annette (Madeline 
Blakeney) and rather younger, 
more liberal, Nancy (Lucinda 
Curtis). To assist them comes 
Gillian (Beatrice Comins), 
divorced, with a family, but 
with no experience in such 
work. The three approach their 
task in interestingly different 
ways. Annette lives by the 
rule-book. Privileges are avail- 
able to the girls - sweets, 
cakes, bus-fares, even tokens in 
Keu of bus-fares - allowed for 
good behaviour or withdrawn 
for naughtiness. Annette dis- 
penses these with one object, 
to keep the kids under control. 

Nancy’s wider ambition fa 
not only to control but to 
reform. Gillian, the newcomer, 
fa moderate at control, has no 
theories of reform, but is 


moved by humanity. To her 
the girls are not pupils, or 
patients; they are teenage chil- 
dren who need understanding 
- each a different kind of 
understanding. Tubby, flam- 
boyant Debbie (Charlotte 
Barker, fine playing) cares 
only fra: her own satisfaction, 
no matter what trouble this 
may cause. She fa particularly 
close with Kelly (Gillian 
Wright), fresh in from Court 
after a rape. Poor, grubby 
Liane (Jackie Luck), who baa 
never known affection, fa the 
butt of all the mockery those 
two can devise. 

The fourth girl. Andrea (Ter- 
esa McElroy), is another mat- 
ter. She may prove to be a 
mental case, while the others 
are only naughty; she spends 
most of the evening In 
Annette’s office, silent and 
imm obile. Yet it fa she who, in 
the end, provides a plot, when 
she steals a knife and slashes 
the dress that Kelly has been 
sewing while Debbie fa away 
on the run. A maladjusted 
fthiid with a Stanley knife is 
more than three caring todies 


may be expected to cope with 
and the police have to be 
nailed. Andrea finds her voice 
at last; as she fa carried out to 
the squad-car she screams the 
house down. 

No stronger plot fa needed; 
what fill* the evening fa the 
varied behaviour of children 
and staff There fa affection 
hidden in the approaches both 
of girls and staff; it was mov- 
ing to see Nancy's momentary 
revulsion as she embraces 
grubby Liane. The girls’ con- 
duct is remarkably well 
observed (and believe me, it fa 
not very different from boys’ 
behaviour in like conditions). 

The acting; under Annie Cas- 
tledine’s admirable direction, 
fa first-class. There is a lot of 
meaningless foul language 
both in the dialogue and 
chalked on the wall of Roger 
Bourke’s dwrig w, an unfriendly 
■rfuwirnom with an unfriendly 
office in one corner. But there 
fa nothing unfriendly in Mau- 
reen Lawrence’s humanity. 
Affection fa M dead liar thamn. 


B.A. Young 


Thomas Zehetmair 


BARBICAN HALL 

Tuesday's English Chamber 
Orchestra concert was a 
good-tempered affair, with Jef- 
frey Tate conducting a brace of 
the best Mendelssohn and a 
brace of cheerful Weber. Per- 
haps tibe latter’s Oberon Over- 
ture began with unwonted 
sobriety, more grave than sus- 
pensefal; but with the Allegro 
it took off in high spirits. In his 
Clarinet Concertino the soloist 
Thea King, in her deceptively 
modest way, strewed witty 
insights oa. all Weber’s music. I 
thought she sounded uncon- 
vinced about the recently dis- 
covered cadenza by Heinrich 
Joseph Bfirmaim, the dedicatee 
of the Concertino, though she 


ARTS GUIDE 


April 27-May 3 


EXHIBITIONS 

London 

The Tate Gallery. The entire 
permanent coDectkm has been 
rebung so that the visitor may 
now take a natural circuit 
through tbs newly restored gal- 
leries. The works range from 

TKfh iCTihn y Brltiiih platin g 
through to the the most recent 
of modecq international art. U 
is a curatorial triumph. 

The Royal Academy. Modern 
Masters from the Gehnan CoQao- 
tion - a seff-exteanatmy exhibi- 
tion of masterpieces trf toe 20th 
century from Bonnard and earli- 
est Picasso to Picasso the old 
man, by way of all the great 
names of the School of Paris, 
Mqftqofl, Modigliani wnd rtio rest. 
Unm July 15; sponsored by Goto- ' 


Paris 

Grand Palais. Softman Le Magni- 
fique. A treasure trove of g?^ 5 
snaths’ work, miniatures, CMam- 
k* and textiles recalls the 
splendour otthe reign of Salhnan 
“the shadow of rod tel earth”, 
whose Ottoman Empire stretched 

in the 18th century from the Cau- 
casus to the gates of Vienna and 
from Algeria to the Persian Guff 
Closed Tue, Wed late closing, 
ends May 14 (42885410).. 

Mnsde d’Orsay. The Fragmented 
Body. Parts of the human body, 
or the incomplete body femn toe 
leading strand of an exhibition 
begtonmg with ex-votos and reMr 

qi flw toa anil enTmlwiiHngHfn at 
celebration of Degas, Bourdelle, 
Maflkd and especially of Rodin 
with bis masterly transition from 

realistic to abstract sculpture. 

Ends June 3, closed Man, 


entrance Qoal Anatnte France 
(40494814). 

Mntee Camavatot. Antique 
bron ze s. Some 400 statuettes 
bring to life the Gaflo-Roman 
world up to the 5th century. 

They are grouped in glass cases 
around a divinity surrounded 
by objects of the appropriate 
cult dosed Mon, ends July 1 
(42722113). 

Mnsfed’agtMo dagiM dehiVine 
de Paris. Kees Van Dongen. 132 
works retrace the career of the - 
painter who, as one of the Fmwes 
enjoys provoking the public with 
daring Juxtapositions of violent 
colours, charcoal contents and 
green shadows. The Dutch-born 
artist goes farther and shocks 

with erotic subjects and poses, 
only to subside latex into portrai- 
ture of the elegant and famous. 
1L Ave President Wilson, Closed 
Mon, late dosing Wed. Ends 
June 17 (47238127) . 

Grand Palais. Pre-Columbian 
art in Mexico (1500BC - AD16Z1). 
Some 130 exhibits from Mexico's 
archaeological museums bear 
witness to the high degree tf 

artistic development ox the . 

■ancfantcIvafaatUms of the Mmras 
and Aztecs. Closed Tue. late dos^ 
fog Wed. Ends July 30(42895410). 


Mbp. filnaort M npf l qy [ 

June 10. 

Vanloe 

Palareo Grand. Andy Waxbol 
Retrospective. 250-works from 
the major exhibition organised 
by Kynastost McShfoe tor the 
Mama in New York last spring, 
to which have been added about 
a doaen from private Italian coir- - 
bftfcma Hw ahowhas 
to ur e d Chicago, Tjwikm ««i 
Cologne, to end its tour at the 
Beanbourg in Paris bibh ukt . 
Until May 27. 


Mmtee dTArf Moderne. Retrospec- 
tive of the Belgian abstract/ax- 
jxesskmlst artist Engfobert van. 
Andertflcht qflfa-Bffl). dosed 
Monday, ends May EL 

Ghent 

MuMsma vow Schous Kunstan. 

Flemish Ifo e wn mw Wmtwm in a 
EnropeauOmtczt (1900-1930) with 
works by De Smet, Ernst, Par- 
make, Vaa denBerghe and Zad- 


Broccfo 41 Carlo kfogno Is Piazza 

Han Pietro: MWiriang pIn nrwf 
fl ip MeHiw fampnl T Mn nthM . 
tian marks the end of a 10-yeer . 

stint by Vatican restorers on 
mlHng nf tho ffluHna Chapd. 

and the beginning of an esti- 
mated furiher four years’ work 

TO TKp fjflt Jnd gmPttt- Rpmnr k- 

eble far the exceptionally gener- 
ous opening hours (open every 
day except Wed and on Sat from 
020am to UA0pm).andhand- 
aome catalogue as well as a rich 

collectkm of drawings by 
Raphael, Rubens, Annibale Car- 
raad, showing clearly Michrian- 
grio*s powerful influence, the 

exhibition alsocarefully docu- 
ments the techniques used and 
tbs difficulties encountered by 

the restorer. Ends Jute ia 
Palazzo Venezia. Art for Popes 

and Princes of the 17th a»t 18th 
c enturies. Over 7P large and em- 
berant canvases from the coun- 
try seats of Fopea, Cardinals and 
the Roman aristocracy (Chtef, 
pqi-h«»Hrrl | Cntanm, Bamphnl 
etc.) in tbe area stretching south 
of Roma, once known as the 


Campagna Romans. Not surpris- 
ingly. most of the subjects are 
religious, but varying from the . 
limpid and m«>*-i«»nToqc account - 
by Van Wittel. of Pope Clement 
XTs visit to Albano to the splen- 
did rest on the flight into Egypt 
by the Venetian Carlo Saracent 

Madrid 

Mn«fln Ai«p w d ogtw> Wnctn m al. 
Art in the court of Naples in the 
18th century. Different examples 

of art fncTiifflng printings, SCUl- 
putnre, furniture, porcelain and 
tapis-tries produced during the 
reigns of two Bourbon kings: 
Charles m and hia eon Ferdinand 
IV. Ends MSy 6. 

Munich 

Km»thaIted«Hypo-Kiiltiir4Stif- 
tung, Theatfoerstr. 15. Joan Bfiro 
a collactiou of scurrilous sculp- 
tnres and previously unpublished 
drawings by Mho will be on dis- 
play to Munich's Ktmtfhalle 
until June 17. 

SaarbrUekMi 

Modems Gated*. Growing on 
the Move. Retrospective of Paul 
Klee 08T&-194Q) tn honour of the 
50th amivtesary of fafa death 
with aro und 190 ell pointings, 
watercolours and drawings 
all period*, to be seen until May 
87- 

Vtanm 

Kunstsfonun. Works by the 

Romantics, ranging from Caspar 
David Friedrich to Adolph Men- 
zeL 

Museum ffeVaDuxkunde has 
a marvellously exotic exhibition 


. called Jemen, focusing chi the 
world around the Queen of 
Sheba. Ends June 10. 

Now York 

New York Public library. More 
than 1 25 documents of the Aboli- 
tionist Movement; including pho- ' 
. tographs, letters and rare books, 
display the spirit and drive of 
the long effort to free the Slaves. 
Ends Sept 18. 

Museum of Modem Art In its 
serious, thorough way the 
museum gives its version of the 
history of photography, showing 
nff yniw lmag p-dirpnl opin g teeh- 
niques along with 275 photo- 
graphs. Ends May 29. 

Washington 

National Gallery. A joint Soviet- 
Ameriean collaboration brings 


effects of last ce nt ur y 's Great 

Rirmrw^j pftt o n*. 

Chicago Historical Society. A 
special exhibit of Frank Lloyd 


arguably pivotal work in 
Morocco during Mb visit in 
1913-13 htehuHng SB pntnHwg a 
and 45 drawings, among them 
the famous Moroccan Triptych 
from the Pushkin Museum, never 
before exhibited in America. 

Ends Junes. 

National Museum of Women 
fo the Arts. Tbe first major retro-' 
speettve of the work of Dame 
P rink fnebidiw «1 
sculptures and 2S drawings, 
fru-lnding nmwimmhl bronze 


and animals In characteristic 

roughly textured heroic poses. 
Ends July 4. 

Chicago 

Chicago Historical Society. The 
Land cf Lincoln does its most 
tarrtfim ritlwn prnmd tn flw «?rht- 

bttion: A House Divided. America 
in the Age of Lincoln, with docu- 

ijwmtn, nmmantn n flfld 


j furniture and silver 
•hows why the details completed 
the distinctive Wright look. Ends 
June 17. 

Tokyo 

Ttikyo National Museum. 
National Treasures of Japan. 
Painting, amiphirp, calligraphy, 
craftworic, archaeological arte- 
facts, from prehistoric times to 
the Edo Period. 

National Museum of Western 
Art. Bruegel and Dutch Land- 
scape. 58 paintings on loan from 
the National Gallery in Prague. 
The centrepiece is Pieter Bruegel 
floe Elder's magnificent Haymak- 
ing, with its wealth of circum- 
stantial detail, and tbe focus ia 
on tha development of landscape 
painting as a genre from its 
beginnings in about 1500 to the 
mid 17th century . 

Idemitsu Museum. In Pursuit 
of the Dragon: Tradition and 
Transition in Iflng Ceramics. 
Major examples of Chinese porce- 
lain drawn from the museum's 
own extensive collection. 

Shoto Museum, Shlbuya. Pos- 
twar Japanese Art Paintings 
and sculpture mainly by mem- 
bara of tbe Gutal Bijutsu Eyokai 
group, w ho tried to forge a dfa- 

JgpjmBfMi av ant gardft 

style. FasmwHng. 

Monro Art Museum, near 
Meguro station. The Kahn wefler 
Collection. Major works from 
the per sonal collection of the 
art critic and dealer who pro- 
moted the work of Picasso, Bra- 


gave it a good run for its 
money. 

Mendelssohn’s “Italian” 
Symphony was properly exu- 
berant in the quick move- 
ments, with a strongly 
sculpted Andante. The salia- 
rello Finale generated the 
proper excitement, despite a 
surprising amount - for the 
ECO - of imprecise ensemble. 
Even the racing woodwind- 
pairs were continually a frac- 
tion of a beat apart - and in 
the Barbican acoustic, Men- 
delssohn's lively wind-parts 
sometimes drowned the 
strings; and yet the eager drive 
of the whole movement was 
irresistible. Tate’s classical 
reading was engineered to con- 
fident effect It was the more 
impressive after his scrupulous 
support for Thomas Zehet- 
mair’s elusive, unorthodox 
reading of Mendelssohn’s Vio- 
lin Concerto. 

Salzburg-boni and bred, Zeh- 
etmair is a fascinatingly way- 


ward performer. He cultivates 
not only a feather-soft, entirely 
personal tone, of unabashed 
aomestic-Austrlan sweetness 
(plenty of portamenti), but an 
imagination that rftadainw vir- 
tuoso routine. The very idea of 
polishing every note to maxi- 
mum brilliance is plainly 

ynaHinma to him: he fa T fabto 

to slide casually over the hoari- 
est most “effective" passages 
- though his quicksilver, 
playing in Hw Finale was magi- 
cal-in favour of lighting 
other parts of his music from 
unexpected an alog it’s a kind 
of second-order interpretation, 
if you like, which presupposes 
our familiarity with conven- 
tional, thrusting treatments of 
a score, the better to explore 
the expressive potential of its 
neglected corners. Probably 
does that differently 
every time: and what could be 
higher praise? 

David Murray 


SALEROOM 


Spencer record for school 


Aldenham School fa £l-32m 
(minus 10 per cent) richer fol- 
lowing the sale at Sotheby’s 
yesterday of “The Crucifixion,” 
a late work by Stanley Spencer 
which had hung in its chapel 
for over 30 years. It was bought 
by the collector-dealer Ivor 
Bracker who had to pay a 
record price for a Spencer, and 
well above the top estimate of 
£400,000. Indeed the price was a 
record for a “modern” British 
artist as against a “contempo- 
rary” artist, like Bacon, Freud 
and Hockney, whose best work 
might make more. 

Spencer is enjoying a critical 
revival and two months ago 
Christie’s set a record of 
£700,000. “The Crucifixion" was 
commissioned by Jack Marti- 
neau, Master of tbe Brewer’s 
Company, a friend of Spencer, 
and of Aldenham, which 
quickly realised it had a mas- 


auction of Modem Brit- 
ish pictures totalled 
with 17 per cent unsold. A 3S22 
portrait by Sir William Qrpen 
of his mistress Yvonne Aubicq, 
showing her naked and taking 
a light but sensual breakfast, 
sold for £319,000, double the 


estimate and a record for tills 
celebrated society painter. Six 
years later Ocpen pensioned 
her off with a Rolls Royce and 
its chauffeur, who she subse- 
quently married. 

The auction produced an 
encouraging burst of records. 
Including the £143,000 for a 
French landscape by Roderic 
O’Connor; £82300 for “The 
Birth of Venus,” a striking 
node surrounded by black fish- 
ermen, by Will iam Roberts; 
£40,700 far “Wild Flowers” by 
Winifred Nicholson; and 
£24^00 for “A garden scene” by 
Roger Fry. 

Also at Sotheby’s a GaDe 
carved cameo and enamelled 
onion shaped glass vase, 

In 1894, sold for £121,000. It 
showed a good return for its 
owner who had bought it in 
the same auction room 25 
years ago far £85. A large GaH£ 
internally decorated and inta- 
glio etched glass vase on a 
bnxnse fbot, of around 1900, did 
wdl to make £ 126^00 tn a suc- 
cessful applied arte auction 
which brought in £940,000 with 
only 4 per cent unsold. 

Antony Thoracroft 
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Gorbachev in 
the club 


UNHAPPY the country where 
the leader is worshipped. On 
that test, the events in Red 
Square on May Day should be 
■judged as increasing the happi- 
ness of the Soviet people, and 
the happiness of the west with 
Mr Mikhail Gorbachev. He has 
now joined the club of those 
heads of state who provoke 
public fury on the part of some 
and who do sot or cannot stop 
them showing it 
President Bush was heckled 
over his invasion of Panama; 
Chancellor Kohl was booed in 
West Berlin the day after the 
wall was opened; Mrs 
Thatcher, now, would receive 
the same treatment unless the 
audience was carefully 
selected. It is one of the neces- 
sary prices they pay for their 
power - and for ours, ft is 
precisely because the holding 1 
of Soviet power has been, since 
the Brezhnev era, such a low- 
priced business that its poli- 
tics, its economy and its soci- 
ety are so miserably stagnant 
The dead hand of Brezhnev 
autocracy has left a fearsome 
legacy for Mr Gorbachev. He 
cannot, were he twice the dem- 
ocrat he is, destroy it by him- 
self: Thus the appearance of 
such slogans as “Marxism 
Leninism in the dustbin of his- 
tory,” “Communists, have no 
illusions, yon have fiafled,” ami 
"Ceausescus of the politburo, 
get out* is of great assistance 
to what he has managed to do 
by his own efforts. Soviet soci- 
ety is now producing political- 
ly-motivated rather than politi- 
cally-organised groups, which 
is good news. 

Official reaction 
The problem, if there is to be 
one, is not the appearance of 
the slogans, but the reaction to 
them. It may be vengeful but 
die better bet is the optimistic 
one. Radical Moscow was 
allowed to display Itself at the 
foot of the T^nin Mausoleum 
and standing cm it was Mr Gav- 
ril Popov, the new mayor of 
the capital and a radical Win , 
self, reportedly smiling 
throughout the ifeiwiniii r iflnna 

which set Mr Gorbachev's fin- 
gers drumming on the parapet. 

Mr Popov represents the 
force of democracy, which Mr 
Gorbachev has never frontally 
challenged — even over the 
Lithuanian issue. He ban grum- 
bled, stamped, threatened, bul- 
lied and shouted: but he has so 


for, reluctantly at times, hap- 
pily at others, followed the 
logic of his own constitutional 
reformism - in the relative 
freedom of the press, of the 
Congress, of permission to cre- 
ate other political forces, of the 
ending of the Communist 
Party's monopoly. 

Imperfect record 

The record is not perfect We 
have seen the imprisonment of 
pro-independence activists In 
Armenia (now almost forgot- 
ten), the brutality against 
peaceful demonstrators in 
Georgia (still unpunished) and 
the occupation of Baku in 
Azerbaijan (where the political 
crisis remains festering and 
unresolved). In the issue of 
Lithuania we have seen a hard 
line which, though tardily 
made explicit and recently sub- 
ject to some softening, still 
denies independence and may 
stm provoke a tragedy. When 
Dr Elena Bonner, wife of the 
late Andrei Sakharov, 
addressed the faculty and stu- 
dents of Berkeley in California 
in March, she told them Oat 
perestroika remained a puzzle 
to her people. “We have not yet 
had political change and we 
still have no conception of 
what will be constructed to 
replace the state which used to 
call itself the state of Devel- 
oped Socialism.” 

Her Judgment is probably too 
harsh. Mr Gorbachev has not 
created a civil society in the 
Soviet Union. He has not 
ensured an underpinning of 
rights which would survive his 
passing and his replacement fay 
a tyrant He has increased his 
own power rather than that of 
the people. He and his col- 
leagues nave trembled before 
these necessary political tasks, 
much as they now tremble 
before that of liberalising the 
economy. And for the same 
reason. The weight of a past in 
which constitutional democ- 
racy only occupied a blink of 
Hmp enormous upon tham. it 
absolutely precludes, in other 
than a series of crab wise move- 
ments, a move to a state in 
which rights are guaranteed. 
The west’s concern, and more 
urgently that of the Soviet peo- 
ple, should be the* the crab 
moves generally .forward. So 
for, it has. If Red Square goes 
unpunished by more than a 
presidential sulk, it wftl con- 
tinue to do so. 


Scandal in the 
Isle of Man 


EVENTS on the Isle of Man, a 
small offshore financial centre 
In the Irish Sea which is home 
to only 68.000 people, may not 
impinge much on the world at 
large. But there are wide- les- 
sons to be learnt from the saga 
of the Savings and Investment 
Bank which reached a messy 
conclusion last week. These 
lessons are both for Investors 
who place money in offshore 
centres, and for those centres 
themselves as they seek to fos- 
ter a sound reputation. 

The facts of the SIB affair 
are simple enough. The bank 
specialised in offering high 
interest rates to attract depos- 
its with the additional advan- 
tages of the Isle of Man's tow 
tax rate. It re-lent the money to 
a limit**! number of favoured, 
high-risk borrowers who 
offered little or no security. 
The Inevitable happened: it 
crashed en d on ly £8m of £44m 
lent has been recovered. As a 
result, 3,000 depositors lost 
£42m. 

But what is more scandalous 
Is that those events occurred in 
1982. For most of the interven- 
ing period, the Tale of Maw Gov- 
ernment successfully fought to 
prevent the publication of two 
investigations into the affair, 
one by the Bank of England. It 
claimed that disclosure of the 
contents of the reports would 
prejudice whatever legal pro- 
ceedings arose from the col- 
lapse. In a bizarre twist, one of 
the repeats even became the 
property of the Manx courts 
where the depositors were 
suing. Thus the depositors 
were deprived of access to key 
evidence for their case, with 
the threat that revelation of 
the report's contents would 
constitute contempt of court 

Show trial 

It was only as a result of a 
change in government In 1988 
that the Manx authorities 
themselves set the legal wheels 
In motion. They sought the 
conviction of eight owners, 
managers or agents of the 
bank at a show trial on which 
they were prepared to spend 
£l 0 m - a considerable sum for 
an economy with reserves of 
less than HMm. But the trial 
collapsed last week when the 
judge ruled that there had 
been unacceptable delays in 
bringing the action - delays 
for which the Manx Govern- 
ment bears responsibility. 


At the same time, depositors 
who sued the Government over 
Its supervisory failure - which 
allowed the bank to trade 
iiuolvently for the last 16 
months of its life - lost their 
case in the courts. Their defeat 
came not because they foiled to 
prove negligence but because it 
was ruled that the Government 
did not have a duty of care in 
the first place. 

The affair leaves a most 
unpleasant taste. It has to be 
said that the Manx Govern- 
ment has taken positive steps 
to improve the supervision of 
its banking industry since the 
SIB collapsed. Including the 
importation, of an official from 
the Bank of England to ran ft. 
It Is also to the Government’s 
credit that It did Initiate pro- 
ceedings after the elections of 
1986, and that there are now 
calls for full publication of the 
reports. 

Cynical view 

None the less, the Govern- 
ment bears a heavy responsi- 
bility for its earlier encourage- 
ment to banks like SIB to 
establish themselves on the 
( gland without providing ade- 
quate supervisory resources. 
Its subsequent failure to act 
prom p tly and ensure that the 
fects of the case were publicly 
established displayed a cynical 
view of its political priorities. 
The fact that it did eventually 
launch proceedings is small 
comfort because the case foiled 
through Its own delays. 

The thoroughly unsatisfac- 
tory outcome of the legal pro- 
ceedings places a strong moral 
obligation on the Government 
to offer some form of material 
redress to the depositors. 
There is a precedent for such a 
move In the UK Government's 
own offer of £150m compensa- 
tion to the victims of the Bar- 
low Clowes collapse last year. 
Maybe many of the depositors 
were seeking to evade UK tax. 
But they should be compen- 
sated if they are willing to 
identify themselves. 

More generally, the case 
should cause investors to con- 
sider carefully the wisdom of 
Investing In unfamiliar juris- 
dictions. For governments, it 
reinforces the case for prompt 
and full public disclosure of 
the facts behind such swmHak, 
a lesson which the UK Govern- 
ment bas only belatedly learnt 
following the Harrods affair. 


T he UK Community 
Charge (Le. Poll tax) 
has all the classic 
ingredients of a tax 
reform fiasco. There are far 
more losers than gainers both 
on a crude and on a more 
sophisticated comparison. 
There are also some highly 
publicised outrider cases where 
the losses are particularly 


An Investigation by the 
Institute for Fiscal Studies 
(Local Government Finance; 
The 1990 Reforms, IFS £6) finds 
that the typical increase in 
local tax compared with the 
1988-90 rates bill Is between £50 
and £150 per annum. The IFS 
has not tried to say what rates 
would have been without the 
charge. But it has made a 
detailed comparison with 
1969-00 rate levels, upgraded by 
Hw nfflriai inflation allowance 
for last year of 7.7 per cent 

On that basis 37 per cent of 

li ffwdidifa have had Hffig H gflila 

changes in their local tax Bills. 
Some 14 per emit are net gain- 
ers and 48 per cent are net 
losers. The average change for 
a householder with net Income 
of less than £400 per week is a 
toss of £3.50. Householders 
with incomes above £600 gain 
cm average over £4. 

After the local election 
results the Poll Tax will pro- 
duce more headlines on Black 
Friday Kay 11, when - by 
adding a good 1 per cent to the 
Retail Prices Index - it will 
fah» the iwwffiwa inflation rate 
for April, to be published that 
day, above ID per cent. To be 
fair, that particular idiocy 
should be blamed an the Retail 
Prices Advisory Committee 
Which more dwmag p 

to the British economy than 
squadrons of enemy bombers. 
The Poll Tax is a direct tax and 
bas no more claim to be in a 
price index, however broadly 
defined, than the Basic Rate of 
Income Tax. Still further dam- 
age will be done if the Central 
Statistical Office, as is to be 
feared, incorporates the Poll 
Tax effect in its index of under- 
lying inflation . 

At the present stage of the 
economic cycle we need the 
Poll Tax effect on the RPI like 
a bide in the head. As it is, 
there are enough influences 
tending to exaggerate the 
underlying rate of inflation. 
The danger - highlighted fay 
the CBI Survey - is that either 
current fears about inflation 
will become self-fulfilling 
through thrfr knock-on effect 
cm wages; or there will have to 
be a sharp recession to prevent 
this happening. 

The more Mgfahrow criticism 
isnot just of the Poll Tax itself, 
bat of the abolition of domestic 
rates. For all their imperfec- 
tions they were the last ves- 
tiges of a tax cm the income in 
kind from domestic property 
ownership. Their removal will 
increase the demand for 
houses and for bank loans to 
finance them as soon as 
economy recovers and the 
interest rate squeeze begins to 
ease. The result will be either 
to Increase the long term rate 
of inflation or to increase the 
interest rate and unemploy- 
m ent co at of pre v e nti ng tids 
occurring. 

Estimates of the effect on 
domestic p roper ty values vary 
in degree, but not in direction. 
The point is that arty distortion 
in favour of residential prop- 
erty relative to other forms of 
investment is the last thing 
required in a land-hungry 
country with severe restric- 


ECONOMIC VIEWPOINT 

Blues’ Poll 
Tax blues 

By Samuel Brittan 
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tftosu cm development. This is 
quite apart from making the 
co n trol of faiftatjmy mote diffi- 
cult 

Those who are suspicious of 
aggregative economics might 
prefer to assess the Poll Tax on 
the iM»«ig of Ad*mi Smith's 
famous “four maxima with 
regard to taxes In general" 
(The Wealth of Nations Book 
V, Chapter 2 Fart ID. This Is 
especially apt as the Adam 
Smith TnwHtnta fa supposed to 
have been a strong intellectual 
influence on toe development 
at the Poll Tax. Listen, how 


and keep out of toe pockets of 
the people as Bttte as possible 
over and above what is ren- 
dered into the public treasury 
of the sfarito 

Judged by Smith's first 

maxim, ability to nay, the 
Thatcher Poll Tax fub down 
— even though Smith was not 
advocating progressive taxa- 
tion and was content with pro- 
portionaiity. 

The best riposte for govern- 
ment apologists is to look at 
the Pofi Tea; which a cco u n ts 
far only 25 per cent of local 
revenue, not in isolation, but 


The elementally error was not to realise 
that a change can be for the worse, and 
that it was possible to devise a tax more 
unpopular than domestic rates 


ever, to Smith hftnaalf. 

• The subjects of evmy state 
ought to contribute to the sup- 
port of the government as 
nearly as passible in propor- 
tion to theft respective ami- 
ties. 

• The tax which each individ- 
ual is bound to pay ought to be 
certain and not arbitrary. The 
Bww and mimiwr of payment 
and the quantity to be paid, 
ought all to be dear and plain, 
to the contributor and to every 
other poson. 

• Every tax ought to be levied 
at the Bm*> , or m the manner, 
in which it is most likely to be 
rnwHiimt for toe contributor 
to pay it 

• Every tax ought to be so 
c o ntriv e d as both to take out 


together with the proceed s of 
all taxes which co ntri bute to 
financing local authorities. 
Very late in the day such an 
estim ate ha s been suppli ed by 
tiie chairman of the Conserva- 
tive Trade Committee, Mr 
Michael GxyDs, in yesterday's 
Daily Mafl. He says that a com- 
pany chairman an £300,000 per 
annum contributes £20,672 
towards local services, while a 
“gasman" on £12,000 contrib- 
utes £967. 

The comparison does not 
quite wort even on its own 
terms. For the chairman earns 
25 as mnnh as the gas- 
man, while ids imputed local 
tax is only ZL4 ti™* as high. 
Much more important: Mr 
Gryila does not tdl us about 


tin relative change in the post 
tion of toe two men before and 
after the switch from rates. 
The reliefs which the Prime 
Minister keeps on mentioning 
offset some of the regressive 
effect of the switch, but are not 
even intended to offset the lot 
As for Adam Smith's second 
maxim abOUt the. time, mannar 
and quantity, all being dear, 
this can only occasion a horse 
laugh. We might just grant the 
tax a pass under toe third 
maxim, payment at a conve- 
nient tfrrv» 

On the fourth mnxftn of effi- 
ciency or minimum cost of col- 
lection, the Poll Tax does not 
even start to compete The IFS 
study shows that the cost of 
levying the Community Charge 
fa twice Out of levying rates. 
Mast autho rities received 
retains from a high proportion 
of inhabitants. So the cdBeo- 
tkm costs are Inherent In the 
tax itself, which Is one on a 
larae number of movable indi- 
viduals instead of a smaller 
number of immovable proper- 
ties. 

Smith himself preferred to 
talk about c aultaU oa taxes. For 
most so-called Ftdl Taxes in his 
day Were incorrectly named. 
He had in ndnd, for instance, a 
British tax of a guinea a head 
levied on every manservant. 
He mentions Foil Taxes under 
William m, which were levied 
according to rank. A gentle- 
manpaid more than shopkeep- 
os, barons more than gentie- 
man and dukes more than 
barons. For pure Foil Taxes he 
would have had to go back to 
inng Richard IPs ma — m b of 
1380 which provoked Wat 
Tyler’s Peasants' Revolt. 

T he elementary (and 
characteristically 
unTory) error was not 
to realise that a 
change can be for the worse, 
and that it was possible to 
devise a tax more unpopular 
titan domestic ra tes. The re was 
little attempt to examine what 
was disliked about the rates - 
which was not the principle as 
such, but the infrequency of 
revaluations, which therefore 
came as a great shock to those 
whose proper t y had increased 
most in value. An analogy is 
with the shorts brought about 
by increases in top salaries or 
MPa' pay, which seam so large 
because they are deferred for 
so many years. 

The more ftradam m tai prob- 
lems arise from local authori- 
ties spending about four thrum 
as much as they raise directly. 
They will only become 
“responsible" if the typical 
authority raises most of its 
own revenue and central gov- 
ernment support , is reserved 
for the poorer ones. Such a 
reform can be implemented in 
two opposite ways. A new 
source of funds could be found 
for local authoriti es — ray a 
local income tax in addition to 
domestic p ro perty tax, which 
would be offset by reductions' 
In national tax. Alternatively 
local government would 
become more adf suffirient if 
some very large items of 
expenditure, such as educa- 
tion, became a central govern- 
ment responsibility. 

Neither move has been 
attempted and, after toe Poll 
Tax fiasco, any government 
will think many times before 
attempting anything radical. 
The moral surely is that prime 
ministerial instincts are no 
substftute for gentdna analysis 
and may m uddy the pitch for 
real reform. 


Treasury in 
Peking 

■ From one of the highest 
vantage points in Asia at the 
top ofi.M. Pei's new 72-storey 
Bank of building in 
Hong Kong, Sir Peter Middle- 
ton, the British Treasury's top 
mandarin, was able yes terday 
to dwell on two government 
preoccupati o ns. 

On the horizon there was 
the mainland of Qhjrifl , Which 

will take over Hang Kong in 
1987. Squatting just beneath 
him was th« aggressively func- 
tional headquarters of the 
Hongkong Wanb whose possi- 
ble marriage with toe UK’s 
Midland is likely soon to be 

Karlr In th» htwrillivMi — qq 

or off. 

In one of his Jovial moods, 
Middleton was unwilling to 
admit, when we wn ght mm 
at the residence of Sr David 
Wilson, the Governor, that any 
such issues were behind his 
trip to Hong Kong and, tomor- 
row, to Peking. 

“1 come every couple of 
years, just to look around,” 
he said, and laughed off the 
suggestion thuthewas proba- 
bly the first top Th-iHch nfflrialj 
apart from a rather special 
mission by Sft Percy Craddock 
of the Prime Minister’s office , 
to visit the Chinese capital 
since the events In Tiananmen 
Square last June. 

UhnsuaQy, for a British offi- 
cial, Middleton survived yester- 
day’s meeting with Chinese 
nffirials without being 
harangued about either Hong 
Kong’s alleged subversionary 
misdeeds or the British pass- 
ports portage. “They were 


quite bullish about Haig Kong 
and talked about how well the 
place Is ran,” he said of bis 
Bank of China hosts. 

Next week In Peking. Middle- 
ton will be visiting toe Finance 
Ministry and talking to top 
government personnel chiefs. 
"Howto ran a bureaucracy 
is always a hot subject when 
rm there and I shall probably 

Spend more time on that than 
on finance,” he said, “They 
have been reforming their civil 


Observer 


service and well probably talk 
about some of the British ideas 
for organising executive 
branches of government.’* 
Then U is off to Xian for a 
couple of days looking at the 
Qin dynasty ter racot t a soldier 
reUcs. Obviously all quiet on 
the home front. 


Cure at last 

■ Hiccups are an the way to 
being aired, according to Drug 
and Therapeutics Bulletin, 
p ublishe d by the Consumers' 
Association. 

The Bulletin reports that 
two medicines, both used for 
years for other medical prob- 
lems, show distinct promise 
in the hiccup field. One man 
who bad suffered from persis- 
tent hiccupping far 18 years 
was cured after taking hadofen 
— a drug for treating muscular 
is. ft is made by (fib a- 
of Switzerland. NHedt 
a heart formulation mads 
West Germany's Bayer, 
showed similar results when 
given three times daily to a 
* latientsalan 
military hospital. 


Runs in the sun 

■ At Fenners on Monday Asif 
Din demolished the Cambridge 
Univer s i ty bonding by hitting 
100 not out in 39 minutes. It 
must be something to do with 
the sun. for so far this season 
there have been runs all over 
tiie place. 

A late Easter, pitches made 
for hatting, low-seamed balls 
and radiant weather have pro- 
duced an abundance of high 
scores. They have not beat 
confined to the one day 
matches and are as plentiful 
in the four-day comity games. 

Y^WtortcScket hasbeen 
in recent years, it to not often 
that the team has faced a score 
on the scale of Northampton's 
498 for 3 declared. That was 



Tm voting Tory to keep altar 
the two party system- 

in the bright sun at 

in Yorkshire's opening 

unship match famh ( 235 ) 

Fordham (206 not out) are both 
stm-kroezs. Lamb flourishes 
In the West rndfe>« am For- 
dham, another product of Dnr- 
ham University’s young crick- 
eters' nursery, has taken to 
spendinghiswintera in Austra- 
lia. A lot of other people have 
already hit centuries. 

But pexfcaps wa should not 
make too much of the sun-run* 
fink yet David Gower likes 
the sun as much as anyone, 
but his best Test summer in 
England (average 8L3S) was 
In 1965, which was wet and 
nasty. In the same year Ian 
Botham achieved Ms record 
of 80 sixes. 

There Is algo toe matter of 
favourite places, such as Taun- 
ton. That was where Graeme 
Hick hit his 405 for Worcester- 
shire In 1988, overshadowing 
even Viv Richards’ 322 ap»inat 
Warwickshire in 1985 and sec- 
ond only to the 424 which 
McLaren scored against Lanca- 
shire at Taunton (me hundred 
years before. 

Stm, we have sun, we have 
Taunton and we have a hit 


more confidence now. This 
could be a record summer. 


Self-employed 

■ Bernard WestoertO, the 
Speaker of toe Commons, made 
it clear yesterday that he does 
not intend to get involved in 
any controversy over “dock- 
ing” the Parliamentary salaries 
of MPs who refuse to pay the 
poll tax or community charge. 

For income tax purposes, 
MPa are in the “self-employed” 
category. Thus local authori- 
ties will be unable to ask theft 
employer to deduct unpaid poll 
tax at source. 

MPs who refuse to pay the 
poll tax win be getting tetters 

from hanlr mmiflp wf | n q dj; 
from the Speaker. 


Twinning 

■ A friend who used to wort 
in the Foreign Office bas come 
up with a new Idea for farther- 
ing eastwert cooperation. He 
says that the main countries 
In western Europe should each 
take a country in eastern 
Europe and sponsor ft or, if 
you like, twin with it 
West Germany has already 
taken Bast Germany. Britain 
might take Poland. France 
could have Czechoslovakia, 
Baly might take Hungary and 
Spain could look after 
Romania. There might not be 
too modi competition to twin _ 
with Bulgaria and than could ' 
he noma ar gument between 
Britain and France about who 
has the closer links to Poland. 
But that b the general drift. 
The sponsoring country would 


When you think about ft, 
ft is not sort a wild idea. - 


Always a word 

■ From a staff magazine: “The 

so-called comedian was terri- 
ble. All his jokes were genuine 
antiques and he seemed to be 
suffering from laryngitis. His 
performance was indescrib- 
able." “Hoarse chestnuts”, per* 


BOOK REVIEW 

Europe’s new 
battleground 


D escribing what Is going 
cm in the European 
C ommunit y these days 
would be a complex enou gh 
task even withou t the turmoil 

■fi Euroue. 

This book by two experi- 
enced writers, respectively Of 
the Economist ami the Finan- 
cial Times, succeeds remark- 
ably w*H in dsaafUas to* 1982 
programme and how It will 
affect businesses and todtvidn- 
als, and in thro w in g light on 
the rest of toe Community's 
agenda, ft is also sufficiently 
up-to-the-minute to recognise 
some of the iwiplinatiaing for 
the C ommunity (and for the 
EFTA countries) of what is 
in eastern Europe. 
European Commission 
us that there 
are now fewer than 1,000 days 
to go before the raid of 1992, the 
target date for achieving the 

Stw to Mnrfcrt f^prnlaHng ttw> 

legislative programme on time 
will require one decision a 
week from now on. 

Whether or not that is 

MHMi p Ifahail t h** pywowunt fa 
inexorable. It will not be 
deflected by vested interests, 
although they will have an 

fan naw r a qq thi umll p r in t . 

It wffl not be deflected by the- 
need to re think the architec- 
ture <rf Europe, though the pro- 
cess af German reunification in 
particular may have an effect 
at the edges. Nor will it be 

perfect, since implementation 
of the | »pffr»nmtg at national 
level will be very uneven. The 
tourist may not see much dif- 
ference at tiie frontier, and the 
impact on trade will depend as 
much an local taste and cus- 
tom as an tiie extent to which 
legislative barriers come down. 

The book contains a diagram 
plotting “Euro-homogeneity” 
against “national distinctive- 
ness.” You are more likely to 
go to your local British sup- 
plier if you want funeral ser- 
vices and to shop around 
Europe if you want industrial 
feedstock. 

The ramifications of the 1992 
programme are well covered. 
The spur which it has given to 
European competition policy 
and to the stricter control of 
eminent - assistance to 
iduatry; the effects on the 
common agricultural policy 
and the implications for the 
current Gait round. Having 
examined the charge that the 
EC is e n gag e d in creating a - 
‘Tortress Europe,” the authors 
conclude: “On balance, ft is 
still fair to say that Europe is 
boHdfhg ft more open internal 
-market ? without becoming 
more protectionist to tiie wodd 
outside." This conclusion will 
surprise many in the US hut ft 

Theft verdict on 1902? likely 
to succeed but only with a . 
degree of mutual trust and 
influ e n ce between EC states 
that will mean they are "half- 
way to political union.” 

The authors are at their 
most interesting when they 
examine the interplay of eco- 
nomics and politics, always a 
potent Mend but the very life- 


EUROPE 
RELAUNCHED: 
TRUTHS AND 
ILLUSIONS ON THE 
WAY TO 1992 
By Nicholas Colchester aid 
David Buchan 

Economist Books and Jhachtnum 
£1SM 

Mood of the EC. Mrs Margaret 
Thatcher's support for the Sin* 
gte European Act sprang not 
from federal conviction but 
from tiie belief that ft would 
mean Europe-wide deregula- 
tion. This coincided with the 
mood of the 1980 b but, as the 
authors pmnt out ft is ironic 
that this liberal consensus' 
“served to deepen the EC's 
sup ra nationalism irrevoca- 
bly." With tiie leftward shift in 
E u rope it is now the “social 
dimension” which has become 
tiie "battleground of Euro-ide- 
ology” and left the UK in- 
imwm ifh r faihk! isolation. . 

Nowhere is the i nte rp lay of 
politics and economics more 

faa- l n ati ng thaw in the ba*Hf 

of EMU. One of the book's 
most tondcal chanters asks the 
basic questions about EMU 
which the Deiors Committee 
tort for granted though, alas, 
on some of the most disputed 
ones (such as whether it wfll 
make the poor poorer), no 
answers are given. 

On EMU itself, the authors 
are cautious about the likely 
outcome, painting to important 
differences of view not just 
with Britain but between the 
West Germans, the French and 
the BaHana. But on Britain’s 
likely response to at tempts to 
boost the powers of the Euro- 
pean Parliament in conjunc- 
tion with monetary union, they 
are quite dear “Britain wffl. 
not be seducible this time as 
the lure of the great market 
seduced ft” in 1966. 

Increased democratic 
accountability, the authors 
argue, should come not 
through greater powers for the 
European Parliament but 
t h ro u gh making the Council of 
Ministers more responsive to 

imtlnnal parliatmmta. Them 

are good arguments on both 
sides of that debate, and tiie. 
negotiation about changes to 
Community institutions will 
doubtless be e xt remely diffi- 
cult. But the worry is that 
Britain may once a pfa find 
itself left behind in Europe. 

Apart from one or two 
annoying repetitions (we are 
told three times that the big- 
mergers have been in 
i ted companies), 
the seams in the writing do not 
show. The style is pleasing and 
the book studded with many a 
bon tool This book should be 
read soon, and not just because 
toe events it describes so 
lucidly are moving so fast 

Michael Franklin 

The author is chairman of the 
West European Programme at 
the Royal Institute of Interna- 
tional Affairs. 
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that Is a breakthrough in design. To 
flive you more room to relax, it is wider 
than before with greater log room. And 
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T he French are a perverse 
and ungrateful people, 
,88 President Francois 
Mitteitand has reason to know. 
After a disastrous excursion 
into a socialist dead-end in 
1901-63, he has sagely preg f«3M 
over a liberal but rigorous eco- 
nomic recovery programme, 
which has inexorably pro- 
duced, year in and year oat, a 
steady turn-around in the 
French economy. It was sot 
surprising that he won a crush- 
ing victory in 1988 for a second 
term in the Elyafe, nor that be 
and his Prime Minister, Mr 
Michel Rocard, continued to 
enjoy unprecedented buoyancy 
in tbe opinion polls for almost 
two years after those alcgHnmy 
But now,' when the full 
extent of the French economic 
achievement is just beginning 
to win the accolade of public 
recognition from the outside 
worm, domestic public suppo rt 
for the President has abruptly 
started to sag, with the steep- 
est drop in his poll ratings fo r 
four y ears. 

Just why, is a matter of con- 
tradictory speculation. Some 
suggest that the French are 
dlaswfisfled with the President 
for spending too much time on 
international affairs, at the 
expense of se nsitive domestic 
Issues like Immigration and 
rac ism. Others imply on the 
contrary that he is being cen- 
sored for too parti «an an inter- 
ference in the affairs of the 
Socialist Party, when he 
should be above party matters. 
H Some say the French are indig- 
nant over tiie the recent politi- 
cal amnesty law, which just 
' toprotect many 
'off icial s, m ostly 
from prosecution fox' 
corruption offences. 

The French economy, by 
contrast, is a success story 
about which there is little 
ambiguity. It has recently 
received an enthusiastic 
endorsement from that doyen 
of economic authorities, the 
Paris-based Organisation for 
Econ omic Co-operation and 
Development 

The OECD praises the Gov- 
ernment’s anti-inflation strat- 
egy, which it describes as one 
of competitive disinflation," 
and points out that France baa 
repeatedly outperformed the 
expectations of outside fore- 
casters, hHfliwHwg the OECD’s 
own, in terms of buoyant 
growth rates, dwaitiitiig infla- 
tion, and rapid industrial 
investment Unemployment 
remains a significant problem, 
but the trade deficit k really 
quite «mwTi in relation to the 
size of the economy. The best 
future economic strategy, it' 
says, is a continuation of the 
present one, based on a strong 
franc wi t hin th e European 
Mhnafany System. 

The determination of Mr 


Though the French economy is buoyant, much of the improvement 
has been made on the backs of wage earners. Ian Davidson reports 

Franc dur, moeurs douces 


Pierre B6r&uvoy, the Finance 
Minister, to stick relentlessly 
. to a virtually fixed parity with 
tiie D-Mark, has taken yean to 
gain public credibility. It now 
appears to , have paid off 

Not merely has tbe Govern- 
ment brought the French infla- 
tion rate steatfily-down, closer 
and closer to that <rf West Ger- 
many. More fundamentally, it 
has erased du? did stigma, jus- 
tified throughout the Fourth 
Republic and intermittently 
during the Fifth, that Ranee's 
natural is for competi- 

tive devaluation end the easy 
indulgence of gentle inflation. 
Instead, it has established a 
new assumption, that France 
has now acquired tie right to 
he regarded as a hard currency 
country. 

The temporary . stresses 
attendant on the prospective 
unification of- the two Ger- 
maixys sue casting a new light 
on the French achievement. 
French glow with sat- 

isfaction when they point out 
that, because of the unprece- 
dented situation tat West Ger- 
many, French inflation may be 
slightly below the German rate 
fl»i« year. And Mr B&tigovuy 
Hag t^iww national pride to the 
brink of hubris, when arguing 
that French interest rates may 
not need in all ctrcumstances 
to be completely tied to Ger- 
man interest rates. 

For investors, too, the situa- 
tion looks rosy, largely because 
France has been steered under 
the auspices of the Socialists in 
the rtiwiflHnH of fiwmHai liber- 
alism and deregulation. The 
stock market is extremely 

France has now 
acquired the right to 
be considered a hard 
currency country 

buoyant, with corpor ate profits 
rising by about 20 per cent last 
year, and the ex p ec tat ion of a 
similar increase *bia year. 
Strong forelga investor interest 
is likely to push the stock mar- 
ket stfll higher, while impor- 
tant French companies are 
becoming increasingly active 
players in the International 
acquisition game. French vot- 
ers and politicians may stfll - 
harbour a residual nostalgia 
fta Ctdbertism and state Inter- 
vention, but the strategy of 
compe tit ive disinflation and 
tbe hard franc twig reded it out 
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Comparisons of the trend 

of tax & social insurance 

contributions * 1987 

at a percent of GDP 

1970 

1976 

1980 

1966 

1968 

Francs 

35.1 

36l9 

41.7 

44J5 

442 

W.Germany 

324 

35.7 

38j0 

382 

37.4 

Canada 

31.3 

• 32.4 

31.6 

32.9 

33.6 

US 

29.2 

29.0 

29.5 

292 

*30.0 

hay 

26.1 

262 

302 

34.4 

37.1 

Japan 

19.7 

202 

25.5 

28.0 

•302 

UK 

37.0 

35.0 

35.3 

37.8 

37.7 

EC (unweighted average) 

30.8 

33.4 

36.4 

39 A 

*40.6 


Consumer prices 


annual Increases Unit labour COStS 


annual Increases 


4% 


.FRANCE 


W. GERMANY W. GERMANY^ FRANCE ^ 



as a practical option. 

But how solid are the foun- 
dations of this transformation 
foam state intervention to an 
increasingly liberal market 
economy? What about unem- 
ployment, which seems to be 
stuck at around JL5m? What 
about the heavy burden of pub- 
lic ex p enditure, which is signif- 
icantly above that of «nmft of 
France’s key competitors like 
West Germany? What about 
the costs at the social security 
system, which threaten to run 
out of control? And what about 
ttw trade Swtii-tt which, 
recent improvement, is a wor- 
rying question mark over 
French compet iti veness? ^ 

Such questions are inevita- 
bly answered in contradlctpry 
ways. 

Jean-Paul Fitoussi, an aca- 
demic who heads of the eco- 
nomic institute Observatoire 
Francois des Conjonctures 
Economiques (OFCE), is opti- 
mistic about the French eco- 
nomic outlook fra- two reasons: 
the domestic situation is fun- 
damentally healthy and the 

intematlnrial e nTmteHitfm is 

ideally favourable for rapid 
economic growth to Europe. 

The budget deficit is now 
umaTl fn relation to GDP, while 
the public debt is one of the 


smallest in the industrialised 
world. Investment in the pro- 
ductive sector has grown a bit 
foster than In some other coun- 
tries to the past three years, 
and so is more modem, and the 
restoration of large profit mar- 
gins in the corporate sector 
gives Mwip a ntaB rnnm for man- 
oeuvre to meet the competition 

«uif TnwftBufaig wiftrirot bHbtw 

The reverse side of the 10- 
year economic recovery «bira> 
the 1979 oil shock, is mat the 
cost has been entirely borne by 
wage-earners, either in the 
fa rm of mass unsmp foym e nt, 
or through a substantial reduc- 
tion in the wage share of 

rerHnnnl fm-mruv As a result, 

there is a widespread sense 
that Inmnift dis tribution Hna 
Hacom p ineauttable. But gfara 
growth prospects are now opti- 
mal, that inequity can start to 
be rectified. Unemployment 
will not fan unless growth is 
fester than 3 per cent; the Gov- 
ernment is now forecasting 
growth of 32 per cent this 
year; but Mr Fitoussi believes 
it wfll be more like 3.7 to 3J 
per cent, as to tbe past two 
years. 

Mr Yves Lyon-Caen, who 
holds a senior post in the 
Prime Minister's cabinet, is — 
interestingly — more cautious 


The worker and Polish privatisation 


FhB» Mr Robert Oakeshott 
S3 r, If what I was hearing to 
Poland last week has any 
validity. Robert Sice’s impor- 
tant article (“Union's fears pro- 
long drafting of privatisation 
rules in Poland,” April 30) may 
be at fault - not for what ft 
says but for what ft Jeeves out 
He presents a stark policy 
conflict between the Govern- 
ment's priva ti sa tio n proposals 
and those "trade unionist MPs” 
pressing for those to be 
"amended td provide ' for 
worker parti c i p a ti on ixx. 
ownership and' 
ment of state , 
pri v ati satio n;,** ■ 

It is true that a fultbiooded 
set of privatisation counter- 
ton been drawn up 
they do have the thrust 
towards greater worker partid- 
pation which Robert Rice'. 
f y ip hflBlWflB- 

But I gathered last week to 
Warsaw that only a minority 
in the lower house of the Pol- 
ish Parliament supports the 
co un t e r-proposals. ,. L 

In particular; dr so I learnt, 
only a minority of *Hnne 
MPs who are linked to the 


Nacro’s special 
funding needs 

From Ms Vbrien Stem. 

Sir, Mr Michael Howard 
(Letters, April 28) attributes 
the cut in his department’s 
budget tor youth training to a 
number of factors including 
"increasing con tributions 
matte by employers. 0 . 

In the case of the National 
Association for the Care and 
Resettlement of Offenders* 
■artumwii, however, the reduc- 
tions in tending per place of 
between 10 per cent and 30 per 
cent mwmi* be just ified , ft is 
unrealistic to expect employers 
to maim up tbe shortfall on 
specialist training programmes 
for difficult young people. 

Mr Howard refers to Nacro*B 
two-year “surplus of some 
£5 ul” He may have in mind 
the financial provision - 6 per 
cent of two years’ turnover an 
our schemes - which we have 
made to cover our extensive 
liabilities if we have to dos e 
employment or youth training 
schemes dependent on one- 
year government fu nd in g con- 
tracts which carry cam month’s 

HOtfoa of IwminiitiiWI. 

Vivien Stem. 

Director, 

Macro, 

169 Clapham Bd, SW9 


influential Self-Management 
Activists* Association (SMAA), 
are supporting them. The 
majority, with the backing of 
Dr Pawel Ruszkowski, the 
.association’s general secretary 
outside tbe Parliament, have 
broadly accepted the Govern- 
ment’s proposals and are seek- 
ing, in discussion with minis- 
ters, no more than some 

mrwTuhnpnta of t teHifl 

Since it is Dr Ruszkowski 
mad the SMAA-Hnked MPs who 
’ have made the Tunning in 
JEavoar af employee 
' aver the last six mont hs, 

.' views, end those of a 
of the MPs who have 
jwttfa him, may well prove deci- 
sive.. . ” 

However, I should declare an 
• interest ,. We. Job Ownership 
ttd/entered into an agreement 
with the SMAA last year about 
a Joint programme of work. 

- Given some amendments of 
detail, we share Dr Russ- 
knwskl’s view that his ohjec- 
tives can be achieved within 
the framework of the govern- 
ment privatisation proposals. 

A case for giving employee 
ownership a fair wind in any 


privatisation exercise can he 
seen in a table on pre- and 
post- privatisation profit per- 
formance to the Treasury’s 
briefing paper. Privatisation to 
fee U£ published to May last 
year. 

ft shows the profit increase 
of the former National Freight 
Consortium altar its privatisa- 
tion to have been far superior 
to that of any otberprivatised 
business. 

As I am sure your readers 
know, NFC at privatisation 
was the subject of an employee 
buy-out More than 80 per cent 
-of its shares had been bought 
by employees. Financial instir, 
tutlons which were lucky 
enough to get their hands cm a 
part of the remaining equity 
mm|i» a splendid knung - 

It is not cdear that employee 
ownership is doomed to fell in 
Poland — and indeed else- 
where In eastern Europe - or 
that NFC’s success will turn 
out, historically, to be one of a 
kind, 

Robert Oakeshott, 

Execution dir ect or . 

Job Ownership Ltd, 

9 Poland St, W1 


Establishing a hold on Thatcher 


From Mr Rory Mo ntgomerie. 

for, H being a part of the 
British. Srialinfthmmt wmmtw 
inter aUa, the jettisoning of 
Marg a ret Thatcher as leader of 
the Conservative Party 
(Observer, April 80), l am 
nteased-to redefine my estab- 
lishment status as no more 
thaw gemi -de tached. 

The logic behind the view 
flat Wma rK T teteter fa a. lia- 
hfltty to the party defies any 
sound analysis of current eco- 
nomic problems, ft is as if the 
UK’s problems could be solved 
by a change in the current 
leadership or style of govern- 
ment 

The feet remafas-that tbe UK 
has enjoyed a non-stop party 
from 1982; and now the lane- 
over tou set in with wide- 
spread pain , as the natural 
effect, 

What a new Tory party 
leader could do to tackle these 
problems that the present 
leader is not already- doing 
remains a mystery to me. 

The depressing economic 
facts home out of the classic 
UK ‘stop-gb pattern of growth 
would remain the same: infla- 
tion rising to 10 per cent by the 
antunm, maney supply growth 
at 18 per pent ana tire trade 
deficit expected to be at least 


£15 billion this year. What 
alternative to high interest 
rates could work mid, if none, 
why c hange the lea der merely 
to maintain current policies? 

As a country we have never 
had the searing experience of 

hyperinflation endured by 
other countries such as pre- 
war Germany, so we remain 
infuriflitogly complacent about 
attacking ite root causes. 

We pay ou rselv e s too much 
at afi levels and we spend as 
much as we are aide to bor ro w, 
as Individuals, displaying httis 
notion of proper financial recti- 


Treating health 
markets in 
isolation 

From Mr John Smith. 

for. Why do economists look 
at health care (honrital) mar- 
kets differently than other 
markets, even when comment- 
ing on the value of a market 
approach? ("Casualty of the 
markets," April 27). 

Could it not be that an 
unrestricted market like the 
US Involves consuming health 
services at even higher levels? 
Who says 112 per cent of GDP 
is too much? Not the US mar- 
ket apparently. 

And what would the UK 
market spend on health care if 
More Hum 6 per 
cent, you can beti 
John Smith, 

Boost Aden & Ham ilton 
International (UK) Ltd, 

100 Piccadilly, W1 

‘Bolshy’ 
view of 
Israeli farms 
‘misleading’ 

From Mr Zot Aton. 

Sir, Hr Martin Lever 
(Letters, April 20) only superfi- 
cially drain with your 
articte an Israel's 
agriculture system. 

The negative government 
controls described in your 
article are mfeleadiiig and mis- 
chievous, specifically g*™** 70 


H one accepts therefore (as 
one must) that the current 
leadership is correctly tackling 
these problems correctly to a 

dfftenninw! mamar ■lia t pos- 
irihte tenafM: is to be gwtned 
from removing Mrs Thatcher? 

The only certainty about 
removing Mrs Thatcher wotild 
be to increase the risk that 
tight monetary control would 
either be abandoned or, at 
least, carried out with dimin- 
ished vigour. 

A change of fees would bene- 
fit only the socialist cause - 

perhaps the next fashion of the 

British RutehUshTtwitL 
Kory Montgomerie, 

3 Finsbury Ave, EC2 


tkm to Israel is to the htmda of 
the private sector. 

Indeed, there are strong mar- 
keting boards, but their prime 
role with the market-pricing 
system is not to fix prices but 
to as ta bH ah a safety net with 
minimum guaranteed prices so 
as to prevent collapse, to gen* 
end, Israel's marketing boards 
are hardly different from the 
equivalent boards to Bdta’"- 

From the point of view of 
subsidies, levels of less than 15 
per cent in Israel are definit ely 
better than the 80-70 per cent 
levels operating in the Gaxn- 
mon Market 

On these matters alone, 
Israel's agricultural sector is 
no more "bolshevik 0 than the 
c omm on agricult u ral policy of 
the Commfeskm and the equiv- 
alent policies hoe to the UK. 
Zvi Alan, 

Counsellor for agricultural 


1968 1989 

'FtajMtfan ~FM3qtm 


than Mr FitoussL The recent 
trend is very encouraging, to 
Inflation, investment and even 
in foreign trade; but there Is a 
much less satisfactory historic 
backlog which has still not 
been worked off Unemploy- 
ment is stfll too high, tbe qual- 
ity of productive capital, both 
hardware and software. Is inad- 
equate compared with Ger- 
many, and the foreign trade 

It is a matter of 
common observation 
that French manne rs 
have softened 


balance remains fragile: the 
improvement in the first quar- 
ter is too sharp to be reliable. 

Looking abend, he sees two 
major problems and a second- 
ary worry. The worry is the 
recent decline in rate of self- 
financing of industrial invest- 
ment; the Government regards 
this as a key indicator of tadns- 
fry’s reatoence under pressure. 
The problems are the excessive 
weight of public spending, 
despite the restraint of cen tral 
grra mrnrofmt, anil difficul- 
ties of controlling and financ- 
ing rising retirement and 


health costs. The difficulty of 
both these problems will be 
critically affected by the rate of 
economic growth. 

Christian Saint-Etlenne - 
an economist at the Credit 
Lyonnais bank - offers a 
third, contrasting opinion. He 
acknowledges the substantial 
improvement in tire shape of 
the private sector, though he 
remains anxious at the backlog 
of past errors; and he believes 
that nothing significant has 
yet been done to tackle the 
serious problems of public 
finance pnd education. 

The restoration of corporate 
profits still has to overcome 
the accumulated handicap of 
French companies' indebted- 
ness; the improvement to the 
foreign trade balance is an 
uphill struggle to recover mar- 
ket shares lost to the early 
1980s; and the strategy of for- 
eign takeovers may be daring, 
or it may turn out to be dan- 
gerous. to any case, the private 
sector recovery is recent and 
therefore fragile; it needs to 
continue for several more 
years to be robust 

By contrast the public sec- 
tor stfll has grave problems. 

P ublic f qyry tin g te vjgrftficm ftly 

hi gher fhim in Germany, for 
example, largely because of the 
greater weight of social secu- 
rity transfers; but the competi- 
tive effect of the European 
Community's Single Market 
will be to force the French 
state to reduce a wide range of 
taxes, on spending (VAT), on 
savings, on companies, and 
even on personal incomes, 
where the overall tax wedge is 
Vii ghpir than to other tnfhifttria- 
1 feed countries. 

In the tong run, Mr Saint- 
Etienne believes, those coun- 
tries will dominate which have 
the best tax and education 
systems; which means Ger- 
many and Japan. In France, 
one third of the young leave 
school without qualifications; 
spending on higher education 
Is half that to Britain or the 
US; and for fewer engineers are 
trained to Germany. 

Which brings us back to 
Pr rahtonf Mffttot- r and’ fl popular- 
ity rating. It Is a matter at 
common observation that 
French manners have softened 
with, the years. Some people 
still Swii Parisians hard and 
aggressive; they should have 
been here 25 years ago. 

Perhaps the imp ro v ement to 
French urbanity is due to 
tirafght prosperity, perhaps to 
the recovery of national pride. 
But if France’s new-found 
standing as an economic 
strong man in Europe, has 
been bought at the expense of 
the working dam and at the 
expense of President Mitter- 
rand’s socialist preferences, 
then sooner or later there may 
be a political bill to be paid. 


Lombard 

Hurdles for 
Emu to jump 

By Martin Wolf 


"BECAUSE of the risks of 
systemic instability in the 
transition. It is to be recom- 
mended that the Community 
prepare for a relatively rapid 
passage from the beginning of 
Stage 1 to the definitive EMU, 
including a aiwgte currency." 
This was the reco mmai fla tten 
on economic and monetary 
union put forward by the Com- 
mission and discussed by 
finance ministers in Mawh 

There is talk of agreement 
on a new treaty in 1991 and 
ratification by the end of 1992. 
Then, after dallying briefly in 
the second stage proposed by 
the committee on Emu chaired 
by Mr Jacques Defers, the EC 
is to move swiftly into the 
third stage, with a single cur- 
rency, to be issued by EuroFed, 
the EC’s new central han»r_ 

Assume that there is, indeed, 
to be a single currency. It fol- 
lows that at some date - not 
too far in the future, according 
to tibe Commission - citizens 
of the EC wfll be forced to 
exchange their national cur- 
rencies for its Euro-equivalent. 
(Note that rebasing the 
national currencies «mi railing 
them Ecu-pound, when to the 
UK, and Ecu-franc, when in 
France, would not alter the 
economics. The new currencies 
would be quite different from 
the old ones, even if they were 
to retain the om»> names.) 

The more sensible UK sub- 
ject may wen not fight for the 
pound in his pocket (but per- 
haps for the Queen to her Par- 
liament, instead). Germans 
may be less happy about giv- 
ing up the D-Mark for a cur- 
rency that fe nnlHfply to be 88 
good. They must be well aware 
that a central bank with repre- 
sentatives from Greece^ Portu- 
gal, Spain, Italy and the UK 
will not. in practice, have the 
same devotion to monetary sta- 
bility as tbe Bundesbank. 

Quite apart from the politi- 
cal difficulties, which are obvi- 
ous enough, there are also 
some important economic 
problems, as Mr Tim Congdon 
indicated to The Times on 
April 17. What is to happen to 
the mass of contracts now 
denominated, in TmUnnwi cur- 
rencies? Consider just two of 
these: bonds and pensions. 

At tiie moment rates of inter- 
est on five year government 
bonds in the EC vary from. 9.04 


per cent to West Germany to 
13.75 per cent for Spain (with 
Greece and Portugal left aside). 
France is on 1Q.38 per cent, 
Italy on 11.84 per cent and the 
UK on 13-26 per cent 

If it were known that debt 
service on existing bonds were 
to be paid in future in Ecu at 
the exchange rates at which 
the currency convention itself 
would feke place (which seems 
rnneh the most likely solution) 

win dfall gains would OCCTUe to 
owners of bonds denominated 
in soft-currencies. Since Ecu 
interest rates are almost cer- 
tainly going to be higher than 
those in the hard currencies, 
owners of bonds denominated 
in D-Marks «nd Dutch florins 
would suffer corresponding 

tosses. 

Taxpayers in soft-currency 
countries would lose; those in 
hard-currency countries would 
gain. One might suppose that 
taxpayers can look after them- 
selves. But what of corpora- 
tions? A corporation with long 
tom liahuitira in a soft cur- 
rency may find the real burden 
of debt service considerably - 
perhaps ruinously - greater 
than it had bargained for. 

Then there are pensions, to 
the UK many company pension 
schemes are contractually 
obliged to uprata their pen- 
sions by no more than 3 per 
cent a year. This makes life 
easier for the schemes, since 
inflation haw been higher than 
the threshold. If their schemes 
do well, pensions can then be 
unrated ez oratia. 

Suppose that sterling toms 
into the Ecu. The Germans 
would certainly be very upset 
if Ecu inflation were much 
above 3 per cent a year. The 
obligation on pension schemes 
would then be more onerous, 
gfara British companies would 
be contractually obliged not to 
cheat their pensioners. What 

wailing » n| 1 gnaaTifng of teeth 

there would then be in the 
boardrooms! 

These problems reflect the 
fact that the move to the Ecu 
will be a large disinflationar y 
shock to some Europeans and 
an inflatio nary ahnr.lc to others. 
It wifi be interesting to see 
what happens when Germans 
realise that they are to lose the 
D-Mark and sffll more of the 
value of their bonds than unifi- 
cation has lost them already. 
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Compared to London and the South, 
house prices really will cost you a small 
fortune in Glenrothes. 

That’s only one of the benefits of living 
and working in the capital of Fife on 
Scotland’s East coast 
Just imagine, no traffic jams. No ’crush’ 
hour. No Monday morning blues. 

In a phrase, ho hassle. 

The quality of life is so much 
better in Glenrothfes. 

That's a fact 



Another fact worth bearing in mind is 
that it is by far more profitable to run a 
business in Glenrothes, than it is down 
South. 

If you would like to find out more about 
living and working in Glenrothes, 
please write or telephone for further 
information. 

We will be only too happy 
to send you a brochure on 
how your life could take on 
a new meaning. 


GLENROTHES, FIFE 

GOOD FOR BUSINESS. GREAT FOR LIFE. 


Quality of fife is of interest to me, please send details of Glenrothes and what it offers employers and employees. 
Name — • 


Address. 


Pose to: Marketing Department, Glenrothes Development Corporation, Unicom House, Glenrothes, fife KY7 5PD. 
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CURB ON COMPUTERS MAY BE LIFTED 


US to ease exports to East Europe 


By Nancy Dunne in Washington 


THE Bush Administration 
yesterday said the list of strate- 
gically sensitive exports now 
covered by multilateral licen- 
sing requirements should have 
"a complete overhaul" by the 
end of this year. 

In a prepared statement, the 
White House acknowledged 
that "careful study indicates 
that most of the goods and 
technologies that we currently 
control to eastern European 
and Soviet destinations are of 
low strategic value and should 
be decontrolled." 

However, the US will pro- 
pose total elimination of only 
30 of the 120 product categories 
covered by controls and a “sub- 
stantial'’ reduction of 13 addi- 


tional categories. Specifically, 
Mr Marlin Fltzwater, the White 
House spokesman, said the 
Administration would support 
an end to controls on exports 
of off-the-shelf personal com- 
puters and some mainframe 
computers. 

The recommendations are to 
be presented next month to a 
high level meeting of the Coor- 
dinating Committee on Multi- 
lateral Export Controls. They 
are the result of a comprehen- 
sive study, initiated by the US 
in January, and, according to 
Mr Fltzwater, are backed by all 
US security agencies. 

He said officials would begin 
immediate talks with allies 
about the proposed changes. 


The AAnfaidwitinn Ti«g been 
prompted to ease export con- 
trols by European govern- 
ments, which see little reason 
for most export licensing in 
view of the dramatic changes 
in eastern Europe. However, it 
is by no means certain that the 
proposals will be as far-reach- 
ing as most of the European 
allies would like. 

The White House is propos- 
ing differing treatment for the 
Soviet Union and those east 
European countries which 
agree to adopt safeguards 
against diversions to the Soviet 
Union. Generally, European 
governments want “differentia- 
tion" only for the level of prod- 
ucts more sophisticated than 


those permitted Into China. 

The east European govern- 
ments which comply with US 
demands will be given greater 
access to modem fibre optics 
equipment and some micro- 
wave telecommunications 
equipment . 

Mr Richard. Barth, a member 
of the National Security Coun- 
cil, said Cocom would continue 
to have one general control list 
"but there would be favourable 
treatment accorded to some of 
those destinations as Cocom 
partners agree to them.” This, 
he said, could Include faster 
processing tnne and different 
control parameters that would 
allow more easy shipment by 
national governments. 


Rival Hungarian parties announce pact 


By Nicholas Denton in Budapest 

HUNGARY'S two strongest 
political parties yesterday 
announced a pact to end their 
bitter rivalry, at the inaugura- 
tion of the country's first dem- 
ocratically elected parliament 
in more than 40 years. 

Mr Arpad Goncz of the oppo- 
sition Alliance of Free Demo- 
crats was elected interim Presi- 
dent of Hungary, with the 
support of the conservative 
Hungarian Democratic Forum, 
which won last month’s elec- 
tion and will lead the next gov- 
ernment. The Forum also 
promised to back Mr Goncz in 
presidential elections this year. 

In return, the Free Demo- 
crats agreed to changes in the 
constitution to allow crucial 
economic legislation to go 
through parliament by a sim- 
ple majority. Under the present 
rules many laws require a 
two-thirds majority, effectively 
giving the Free Democrats the 
power of veto. 

The previous rivalry 
between the two parties had 
threatened the country's politi- 
cal stability. 

Mr Jozsef Antall, president 
of the Forum and due to be 
appointed Prime Minister 
today, said the constitutional 
amendments agreed yesterday 
were necessary to make the 
country governable. The eco- 
nomic crisis required, be said, 
that “government and opposi- 
tion work together as good 
partners." 

Mr Peter Tdgyessy, leader of 
the Free Democrats in parlia- 
ment, said: “The country 
should have a President who 



Arpad Goncz, interim President of Hungary, at the inauguration of the country's first 
democratically elected pariUment tar 40 years 


demonstrates its unity.” Mr 
Goncz was "a man who will 
not divide our nation between 
parties." 

Thera had been fears that 
the at-rim i mknm campaign far 
last month's elections would 
poison relations between the 
parties to the extent that the 
Forum would abuse its domi- 
nance of parliament and ftp 
fYee Democrats would obstruct 
legislation. 

Concerns about these dan- 
gers to political stability have 


led foreign banks to withdraw 
money from deposits at the 
Hungarian National Bank. Yes- 
terday’s reconciliation should 
reassure them that Hungary is 
closest among east European 
countries to a stable bipolar 
political system underpinned 
by a broad consensus. 

The opening session- of par- 
liament was also the occasion 
of the swan sang af Mr Miklos 
Nemeth, the outgoing Socialist 
Prime Minister. Hie proclaimed 
his and the previous govern- 


ment’s part, which many 
acknowledged. Intro 
of tire Communist 

system. 

"The revolution happened 
not only because people did 
not want to live in that way 
but also because the Govern- 
ment did not want to govern In 
that way,” said Mr Nemeth. Hie 
did not criticise tire electorate's 
ingrat i tude but hoped that the 
new government would have 
“more tolerance and patience 
from the people than we did." 


Lithuania seeks help to open Soviet talks 


By Quentin Peel In Moscow 

LITHUANIA yesterday 
appealed to Chancellor Helmut 
Kohl of West Germany and 
President Francois Mitterrand 
of France to help open negotia- 
tions between Moscow and the 
breakaway republic. 

In Paris, a spokesman for the 
Elysfie palace reacted by say- 
ing that Mr Mitterrand had 
ruled out French mediation in 
the dispute, although France 
was willing to host negotia- 
tions if the two sides wished. 

Mr Vytautas Landsbergis, 
the Lithuanian president, 
made his appeal in simulta- 
neous letters to the French and 
West German leaders. 

In the clearest statement yet 
of the Lithuanian desire to 
talk, he said that "everything 
is negotiable except the ques- 
tion of the restored indepen- 
dence of the Lithuanian state." 

Mr Landsbergis said imple- 
mentation of decisions taken 


by the Lithuanian parliament 
could be suspended if they 
"caused difficulties" for 
Moscow. 

He asked Mr Kohl and Mr 
Mitterrand, who last week 
jointly called for negotiations 
to begin, to transmit the Lithu- 
anian offer to Moscow - a 
startling indication of the lack 
of communications between 
the two sides. 

There was no immediate 
reaction from the Soviet side 
but the sticking point appears 
to be whether the indepen- 
dence restoration itself - de- 
cided by parliament In Vilnius 
in March - must be 
suspended. 

Because it was not a 
straightforward declaration of 
independence, but a restora- 
tion of the pre-1940 status of 
the republic before it was 
invaded by the Red Army, any 
such decision Is virtually 


Impossible for the Uthuanians 
without accepting the legality 
of the invasion. 

The Kohl-Mltterrand initia- 
tive, proposing a freeze on 
implementation of any subse- 
quent Lithuanian decisioiis, is 
a possible face-saving device 
for both sides to reopen talks. 
Pressure on Moscow Increased 
yesterday with the US Senate 
declaration that a US-Soviet 
trade pact would not be 
approved while Lithuania was 
under economic blockade. 

Although the Soviet authori- 
ties have only formally 
announced restrictions on 
energy supplies to the republic, 
Lithuanians say almost all 
imports from the USSR have 
been suspended. They are now 
concerned at the dwindling 
supplies of medicines and 
rationing of some foodstuffs. 

• In Latvia, nationalist lead- 
ers confirmed plans to restore 


their Independence constitu- 
tion of 

The Latvian Popular Front 
proposal would restore only 
four basic provisions of the old 
constitution and then confir m 
all Soviet legislation that does 
not contradict it, attempting 
thereby to avoid Moscow's 
wrath and allow independence 
negotiations to begin. 

As with both Liftrainiq a nd 
Estonia, the Latvians refuse to 
submit to the provisions of Mr 
Gorbachev's new Law on 
Secession, which would require 
them to hold a referendum, 
win the support of two-thirds 
of all registered voters, and 
ultimately win the support of 
aU the Soviet republics in the 
Congress of People’s Deputies 
In Moscow. They claim it does 
not apply because they were 
illegally invaded by Soviet 
troops in 1940. 

Sniping at Bosh, Page 8 


Thief grabs 
£292m in 
London 
daylight 
robbery 

By Richard Donkin and 
Andrew Freeman 

in London 


THE Rank of Fn gfonifl injected 
extra liquidity into London’s 
money markets yesterday after 
a City messenger was nibbed 
at knifepoint of Treasury Bills 
and certificates of deposit 
worth £292m ($478m). The 
Bank also agreed to protect the 
owners of the bonds against 
any losses. 

Some £250m of additional 
liquidity was introduced into 
the markets, although Bank 

nfflriala weflnaad to mnnari: thin 

directly with the robbery. 

The CDs with a face value of 
£ 121.9m and Treasury Bills 
worth £T70m were stolen when 
the messenger was held up hi 
the City of London, only yards 
from the Bank of England, the 
central tatek. 

The Bank issued an immedi- 
ate alert to warn banks to 
beware of anyone trying to 
raise a loan using the certifi- 
cates as collateral and it 
would be “extraordinarily diffi- 
cult” for anyone to succeed in 
such an attempt 
The messenger, from Shep- 
mcmey broken, a subsid- 
ed Cater Alien Holdings, 
was attacked at about 9.45am 
in King WSfiam Street as he 
was returning to Sheppards* 
office in Gresham Street Police 
described the assailant, who 
ran off in the direction of Can- 
non Street, as black, aged 
between 25 and 28, wearing a 
brown bomber jacket and 
brown trousers. 

While the theft appeared 
spectacular - one of Gw certif- 
icates of deposits was for £5m 
— the thief wifi, find difficulty 
Spending the haul. Even if he 
were part of asopbisticated 
deception involving loans 
already in place awaiting the 
hnis as collateral, it would take 
a confident fraudster to pres- 
ent the certificates at a bank. 
Central banks worldwide were 
notified of tite theft. 

The messenger, who 1ms not 
been named, was unhurt in the 
robbery which appeared to 
result mainly in the embarrass- 
ment to Sheppards, ane-of the 
oldest of London's nine 
licensed money tankers, which 
refhsed to comment yesterday. 

The company, formerly part 
of Sheppards Stockbrokers, 
was sold to Cater Allen by its 
former owners BAH in 1988. 

Mr James Barclay, chairman 
of Cater Allen, said: “I don’t 
think it is any big deal." It was 
“highly, highly unlikely” that 
anyone would profit from the 
theft: "It is not as if it is money 
that yon can spend." 

The robbery came just 
months before the City is 
scheduled to adopt an elec- 
tronic trading system for 
money market , instruments 
which will ellmnate the need 
to carry large amounts of 
paper certificates around the 
streets, a practice which harks 
back to the days of Dickens. 
Some 50,000 certificates worth 
an average of about £30bn are 
transferred dally between 
banks and brokers. 

The Central Moneymarkets 
Office (CMO) trading system is 
to be iwdnikH on the wia U ng 
Central (HUS Office, an auto- 
mated book-entry trading and 
settlement system for UK Gov- 
ernment bends founded at the 
time of ftp Big Bang riMnp m 
in 1986. Currencies, Page 40 


Brussels seeks powers 


Continued from Page 1 

developments in each case and 
that the injunction powers, or 
"interim measures," would not 
be used until the airlines 
involved had first had their 
say. 

They added the proposals 
had find been requested during 
a recent meeting of EC Trans- 
port Ministers and was not the 
result of individual airline 
pressure. 

The Commission initiative 
also coincided with a submis- 


sion yesterday to the UK's 
Monopolies and Mergers Com- 
mission from Trans-European 
Airways, a small Belgian car- 
rier, claiming that th*» planned 
British Airways, KLM and 
Sabena partnership through 
Sabena World Airlines(SWA) 
“is intended to crush opposi- 
tion from smaller airlines . 

Mr Georges Gutelman, chair- 
man of TEA, said that SWA 
was trying to take advanl 
of a two year gap before 
liberalisation measures would 
come into effect 
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Bonn gives way on 
E German pensions 


By Leslie Colltt In East Berlin 

THE final terms of monetary 
union between East and West 
Germany were agreed yester- 
day after Bonn made conces- 
sions to appease disgruntled 
East German pensioners. 

Nearly 6m East Germans 
over the age of 60 will be 
allowed to convert 6,000 East 
German Marks in cash and 
savings into D-Marks at the 
rate of one to one. 

The amouwt was the remain- 
ing sticking point In negotia- 
tions to finalise the introduc- 
tion of the D-Mark into - East 
Germany an July 2. Only last 
week Bonn had offered a fiat 
4,000 Marks for every citizen. 
East Germany said this dis- 
criminated against retired 
pie who depended on 


compromise gives our 
elderly citizens security In 
their retirement,” said Mr 
Gflnther Krause, the chief East 
German negotiator on mone- 
tary onion. 

The final agreement was 
hammered out in talks 
between officials in East Berlin 
and Bonn in recent days and 
approved by the East German 
cabinet yesterday. 

Counterbalancing the con- 
cession to pensione r s, children 


to 14 years old via only be 
‘ to convert 2,000 Marks- 
into D-Marks at the favourable 
one to one rate. East Germans 
between 15 and 59 will be able 
to exchange 4,000 Marks at this 
rate. Cash and savings above 
this amount will be converted 
at the rate of two to one. 

At a later date East Germans 
are to be given the right to 
purchase shares in statoownad 
companies with whatever 
savings they have converted at 
two to one. All the money East 
Germans convert must hie paid 
into a bank account, which 
will then be converted into 
D-Marks. 

East Germany yesterday also 
changed the flfflrial arrhang p 
rate of the Mark to the D-Mark 
to two to one from three to 
one, the rate in existence since 
January L 

Mr Krause said this was 
done to bolster the purchasing 
power of East Germans, who 
are increasingly being offered 
goods from stalls set up by 
West Germans. The blade mar- 
ket exchange rate of the non- 
convertible Mark ba a risen thin 
week to a rate of 3L5 Marks to 
DM1 from its low point last 
December of 18 Marks to DM1 
as demand for Marks rose. 


Pretoria, ANC 
begin talks 

Continued from Page 1 

The statement said the discus- 
sions were characterised by 
"openness and straight for- 
wardness" on both sides. 

Both sides say they are opti- 
mistic that thin week’s "talks 

about talks' will succeed, and 
both have shown early signs of 
flexibility. Their task will be to 
negotiate a package deal which 
meets a list of ANC demands 
- including the release of 
remaining political prisoners, 
return of esales, lifting the four 
year state of emergency and 
repealing other security legis- 
lation. 

The Government appears 
willing to compromise on these 
issues but will demand in 
return action from the ANC to 
end its rhetoric of armed strug- 
gle. 

Mr MaTwlwta made a signifi- 
cant gesture to whites when he 
delivered part of his speech in 
Afrikaans, which many wa*** 
consider the language of 
oppression. The ANC knew 
whites feared change, he said. 
"Therefore the ANC wants 
once again to emphasise that 
the white community, includ- 
ing Afrikaners, has nothing to 
fear from the ANC.” 

As Mr Mandela spoke, the 
Afrikaner security men who 
had been swarming all over 
the estate from early morning, 
smiled nervously. 
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Giving credit to 
Scottish banks 


ft is looking more and more as 
If last week’s alarmist profit 
wanting from Midland Bank 
was a one-off. Midland Is not 
well capitalised, has a nasty 
Interest rate exposure, and Is 
more vulnerable than most to 
any weakening in margins or 
slowdown in lending. By con- 
trast, yesterday’s Interim fig- 
ures from the Royal Bank of 
Scotland confirm last week’s 
message from Bank of Scot- 
land. Bad debts are rising, but 
there h no reason to panic. If a 
couple of the country’s more 
conser v at i ve banks really are' 
perturbed by the deterioration, 
m credit quality, they would 
surely not have announced div- 
idend increases of dose to 20 
per cent 

Of course, even canny Scot- 
tish bankers can get it wrong. 
Unlike Midland Lloyds, 
their Third .World debt expo- 
sure is yesterday’s problem. 
Unfortunately, just as this 
shrinks into 

their exposure to highly lever- - 
aged transactions has mush- 
roomed. Even though the 
Royal Bank has reworked its 
figures to prove that this type 
of business is not quite so Mg 
after aR at E500m or so, this 
still sounds a lot when 'set 
against shareholders’ funds of 
ELSbn. The reluctance to detail 
the general exposure to the 
retailing is an addt - 

tional worry. 

Nevertheless, unless the UK 
economy slips into a prolonged 
recession, these concerns 
flhonld not haunt hank share 
prices in the way Third World 
debt did. Meanwhile, there is 
considerable defensive appeal 
about shares that can promise 
doable digit dividend growth 
in the c ur re nt pHmatn. . 

Fuad managers ... 

At least one thing never 
changes In the City: the seduc- 
tive spell British fond manag- 
ers cast over French and Ger- 
man banks. A degree of 
Scotticism about the phenome- 
non is in order after looking at 
Credit Commercial de France’s 
deal to take majority control of' 
FramUngton by mid 199L 
. At about. 3 percent of funds 
under management, the price 
of tips acquisition look a shade 
less than the most expensive 
such deals, struck in 1988 by 
such as Dresdner Bank. Yester- 
day’s agreement appears, also,, 
to give CCF away out if things 
fail to work. But the initial 
09m payment still looks a lot 
to give far 25 per cent of a 
business which made only 
£6L7m before interest and tax 
in 1989. IT the industrial logic 
were dear, it might look justi- 
fiable. Yet by CDF's own 
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a dmissi on, cultural obstacles 
preclude it from, say, selling 
FramUngton unit trusts 
through the Italian sales force 
it has created with Cassa di 
Rispannio di' Torino. Doubtless 
long-term CCF’s 350-branch 
retail banking operation can 
find nnM for Framlington-de- 
signed products; but judging 
by CCF’s share price, the Paris . 
market «aAm« to think CCF 
will be taken over by Deutsche 
Bank, before then. 

US insurance 

-It' took only 24 days for 
Tor chmark, from Alabama, to 
put the fear of God into the 
much .bigger Texas-based 
insurer American General with 
a proxy fight American Gen- 
eral is now up for sale for $7bn. 
So Hoylake and its acolytes are 
. talking , nonsense in alleg in g 
that BAT only escaped because 
insurance regulators in the US 
are p ri so n ers of the companies 
they regulate, like BAT’s 
Fanners. American General is 
bigger than Farmers; and its 
customer-base of low-income 
famfljan makp<i ftg fate a sensi- 
tive matter. Yet, significantly, 
American General evidently 
could not rely an the insurance 
commisssioners to shelter it 
from takeover. 

Williams 

hi most respects, the sale by 
Williams Holdings., of .ifa- UK 
and Irish paints business is a 
genuinely dttraetiVe deaL it 
takes the company oat of num- 
ber two position in a weak 
market, red ucing its exposure 
to the UK consumer from 40 
per cent of sales to 25 per cent. 
It leaves it with the more 
attractive and higher-margin 
parts of its paint and DIY busi- 
ness, bought at a claimed net 
cost of £330m and producing 
pre-tax profits last year of 
£86m. Perhaps above all, it 
puts net cash on the balance 


sheet in place of 60 per cent 
gearing: The market Is rightly 
cautious of any company with 
its roots in the 1980s: but it is 
also learning the important 
distinction between those with 
debt and those without 

Then again, it should be 
recalled that the dependence 
on the UK consumer which 
W illiams is now reducing was 
the product of Its own recent 
strategy. Its involvement in 
paint, at a gross cost of over 
£400m, began only three years 
ago. It is perhaj» cnfair to 
blame lack of strategy In a 
company which 'sort fis chief 
virtue as op p or t unism. But its 
next acquisition - whatever it 
may be - will deserve scru- 
tiny, particularly in terms of 
the stated criterion ot market 
leadership In manufactured 
products. 

After yesterday’s 4 per cent 
jump to 250p, the shares have 
outperformed the market by 
almost 20 oar «»«t. jn the nast 
three mantos. This is much the 
strongest rebound since they 
started to slide two years ago, 
and puts the current year mul- 
tiple at about &5. This may be 
all they deserve, particularly 
since the growth outlook is 
still meagre compared with 
such as Hanson. 1 

Kwik Save 

Kwflc Save has outperformed 
the food retailing sector by a 
remarkable 80 per cent in the 
past three years:- Investors 
have liked its concentration on 
low cost goods and small stores 
while its competitors have 
splashed out on expensive 
s u p er stores which sell every- 
thing. it was the more disturb- 
ing to see interim pretax mar- 
gins yesterday decline from 6 
per cent to 5.3 per cent, 
dally when gross 
were under little pressure. 

There might: be more confi- 
dence in Kwik Save’s abfiity to 
control costs if it had a finance 
director. There is room for the 
Kwik Save formula in food 
retailing, especially as the 
feared cut-price competition 
from Aldi currently consists of 
just one store. But after yester- 
day’s shock, the group .will 
now have to deliver on its 
assurances' that the cost prob- 
lems were peculiar to the first 
half, or suffer a permanent de- 
rating. After yesterday's 0 per 
cent fall, the shares are on a 
prospective p/e of just under 
13, assuming £86m for the full 
year. If that target can be 
achieved, the shares should 
retain same defensive attrac- 
tions; the group’s entire second 
half store opening p rogramme 
probably costs little more than 
a single Tesco s u perstore. 
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Motor industry: 
results and forecasts 



BMW was optimistic yesterday that ft would 
stave off any large-scale Industrial action : 
through 1990 despite one-day stoppages this 
week over higher pay and shorterhoure. 
Meanwhile, its West German compatriot Mer- 
cedes-Benz, said first-quarter earnings in its 
truck division rose because of strong growth In 
key markets and a shift to more profitable 
heavy trucks; but DAF, the Dutch truck maker, 
warned of a first-half loss erf more than FI 20m 
($10.5901). Pages 29-21 


Downward trend fat chemicals 

Hoechst, tee big West German chemicals con- 
cern. has suffered an &5 per cent fall in first- 
quarter group pre-tax profits to DM920m 
($548m) though tee group still expects to keep 
profits steady for tee year as a whole. At tee 
Dutch chemicals group, DSM, first-quarter net 
profits fell 18.5 per cent because of reduced 
margins In core businesses. The result fol- 
lowed a trend set last week by Akzo, tee coun- 
try's other big chemicals company. Page 21 


Pro fi t s edge up at Royal Bank 

The Royal Bank of Scot- 
land reported a email 
increase in Interim prof- 
its yesterday — and a 
large foil In Its exposure 
to highly levered compa- 
nies. Pre-tax, the Edin- 
burgh-based group 
earned £173.001 ($2B5m), 
up from £171m In tee 
same period last year. . 
Sir Michael Herrfee (above), the chairman, said 
Scotland was faring better than the rest of the 
UK but trading conditions were likely to remain 
difficult Page 25 


OH traders fai Hmbo 

Two years ago, a US court gave a preliminary 
opinion that the market in which UK-produced 
North Sea Brent crude oil is bought sold, and 
delivered — mainly hi Europe — was a US 
futures market Traders hardly batted an eyelid 
as they thought the pronouncement too absurd 
to be upheld. Oh April 18, however. It was con- 
firmed implying that traders may be in viola- 
tion of US law, under which off-axchange 
futures transactions are Illegal. Steven Butler 
looks at a market which is in limbo while UK 
and US authorities try to sort out the confusion. 
Page 32 *\:f 


Korean market has record falls 

A gradual decline on the 
South Korean stock mar- 
ket has speeded up 
alarmingly over the last 
two weeks with Seoul's 
composite index setting 
two records for one-day 
folia. The crisis stems. . 
from a series of eco- 
nomic and social con- 
cerns including 
widespread labour dis- 
putes and a 5 per cent 
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rise in the consumer price index In the last 
four months. BackPage 
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American General up for sale 


By Roderick Oram in New York 

AMERICAN General, the fourth 
largest publicly-owned US 
insurer, pot itself on the block 
yesterday saying it hoped to fetch 

more than $7btL 

Analysts on Wall Street 
thought a Europe an or Japanese 
insurer might be interested in 
acquiring the company, given 
that opportunities are rare to 
make a purchase of this size in 
the IK insurance market. 

American General's move 
came as shareholders voted at 
the annual meeting on resolu- 
tions proposed by Torchmark, a 
competitor one girth its size, and 
designed to put the company into 

General's board bad 
it Torchmark’s initiative, 
Eng shareholders they would 
benefit more from sitting tight to 



enjoy the rewards of past yean’ 
res tructur ing. 

Despite claiming victory over 
Torchmark's directors, the board 
said it was patting the company 
up for sale because it “was vul- 
nerable to possible ac quisition at 
a discount price. 1 * 

Torchmark, based In Binning 1 - 
ham, Alabama, bad launched -a 
$50 a share, $A8hn, bid for Ameri- 
can General in late March. It 
withdrew the offer two days later 
because it said the target's board 
was not prepared to consider It. 

It launched Instead a proxy 
fight to get five directo r s sympa- 
thetic to a sale elected to Ameri- 
can General’s b oard and it also 
proposed a resolution calling for 
the company’s sale. 

Torchmark welcomed yester- 
day's change of heart by the 


board. “We look for ward to sit- 
ting down with them to discuss a 

merger proposal,” Mr ILK. 
Richey, chairman, said. He 
declined to give details of a new 
offer. 

Mr Harold Hook, American 
General’s dadnan for the past 
12 years, said the company's full 
value “greatly exceeds" both Its 
current stock price and Torch- 
mark's $50 a share offer. 

Analysts had thought Torch- 
mark’s original bid. was broadly a 
Mi* price for American General. 
They were concerned, tbongb, 
th** Torchmark, with assets of 
only $5bn against its target’s 
$3Zbxt, might be strained to raise 
the finance for such a large bid. 
Torchmark and its advisers said 
they were confident they could. 

fteffeftHng these nrvwrbiiwtieg. 


Anw^n General's share price* 
rose only $6% to $46% by yester- 
day afternoon with some 2L3m of 
its 121.4m shares changing 
hnnrfg Torchmark added $% to 
reach $44%. 

Both companies are strong in 

t ip hnmnfliM of «*mI 1 life 

insurance policies door-to-door. 
American General is also the 
third largest consumer loans 
company in the US. Mr Hook said 
the board believed the company’s 
full value would be realised if it 
were sold in its entirety. If no 
satisfactory offers were forthcom- 
ing, the board would consider 
naiHng parts of the company. 

To give shareholders some 
interim rewa r d while a sale was 
negotiated; the board increased 
the quarterly dividend to 80 emits 
a share from 39J> cents. 


CCF buys 
stake In 
UK fund 
manager 

By Nlkfcl Taft in London 

C RED IT Commercial de France 
(CCF), the privatised French 
bank, is acquiring a 25 per cent 
min orit y stake in Ftamlington, 
the UK fond wanagptn<mt com- 
pany, for QE.'Bm, with the expec- 
tation Of taking Brig to 51 per 
cent In a year’s time. 

Framlington is owned by 
Throgmorton Trust, a large 
investment trust. It Is best 
known for its unit trust badness, 
which accounts for about one- 
quarter of the £2Abn fends under 


management 
At one stage. CCF had owned a 
288 per cent state in FramHng- 
ton. acquired in the urid-lSSOB. It 
widud to sefi It in. 1986, however, 
anil Throgmorton won en m ti al at 
Framlington after making a hos- 
tile £70m for the co mp a ny . 
Yesterday's deal c u iitimm s the 

SOW Of MfpiaMnw by COtBtiDBD- 
tal hanking groups of OK fond 

numagwiipiit bHShlBB8B8L 

C CF sa ys it plans to mate Fram- 

■ Mngfcmw thfl nrain ftum fur- 
ther development of CCF*s inter-' 
national fund management 
network." CCF itsetf has around 
cm hfiWnn under managamnL ft 
said its subsidiary holding the 


interest would 
in other Enron ^n based partners 
as wifwnrtty nharehnldgm, 

CCF is paying £l&75m in cash 
for the Initial 25 per cent holding; 
and wOl take time board seats at 
Framlington. Throgmorton and 
CCF have als o ente red an option 
agreement in respect of a f u r t h e r 
26 par cent of the fond manage- 
ment business, exercisable in 
April 199L 



MR GRA EME Seabrook. chief 
executive of Kwik Save, the lim- 
ited-line food retailer, 

d isa ppoi nte d analysts yeste rda y 
by repo rting a 12 per c ent rise in 
interim pre-tax profit s 

The group turned in a result of 
£3S.Sm, when the market had 
b e e n. for aw imd • Mim. 

£42m, and Mr Seabrook admitted 
he had been hoping to report 
profits of over £40m. 

Kwik Save’s shares sUd 8 per 
cent to dose 46p lower at 470p, 


as analysts downgraded esti- 
mates for the year to around 
fSSm. This would compare to 
£78Am for the 12 mon th s to 
August 80, 1989, and analysts 
painted oat that Kwik Save has 
yet to find a new finance direc- 
tor. 

There are fears teat the arrival 
In Britain of Alifi, the West Ger- 
man di sc o unt food store, will be 
significant new competition for 
the UK group. But Mr Seabrook 
dismissed AldFs impact^ showing 


a copy of an advertisement 
dir e cted at shoppers in the Bir- 
mingham -area. AldFs first store 
opened there last month. 

The ad read: Remember 
nobody flncfnflfwg the Germans) 
he ats oar everyday prices and 
top quality brands. Mr Seabrook 
said Kwik Save had cot prices to 
match the German challenge, 
but the effect could be offset 
across the wider range that 
Kwik Save carried. 

Details, page 28 l Lex, page 18 


Nobel buys UK 
paint business 
from Williams 


By Ian Hamilton Fazoy 

WILLIAMS HOLDINGS is selling 
its Crown Berger paints busi- 
nesses in the UK «nH Ireland to 
Sweden’s Nobel Industries for an 
faiitfari £205m ffMftn) fo Up 
to £3Sm more will be payable if 
Crown's sales achieve their 
£240m budget foie year. 

The deal will propel Casco-No- 
bel. the Swedish group's paints 
division, dose to the top of the 
European coatings league table 
with Id of Britain and Akzo of 
the Netherlands — which 
sell about 250m litres a year. 

Crown, which employs 2,500, 
including 600 at its Lancashire, 
headquarters, is second to Id in 
the UK decorative paint market 
Crown’s 27 per cent share is split 
17-10 between its own brands and 
own-label paints for retailers. 

Mr Ove Matson. Casco-Nobel’s 
chief executive, said in Stock- 
holm yesterday: “The price is 
high, but buying one of the true 
leaders of the industry is worth a 
premium. It is a weU-assetted 
company with the best paint fac- 
tories in the UK. We axe buying a 
pe t iti on in marketplace." 

Williams is retaining Crown’s 
profitable North American and 
Portuguese decorative paint com- 
panies, as wen as Its C — 
wood preserva tives and 


The Initial sum is £lQ3m more 
foan the book value of Crown's 
and will enable W illiams 
to reduce borrowings from 
£ 126 . 42m to £2106m this year. 

The sale will also reduce the 
company's dependence on the 
uncertain UK consumer market 
from 40 per cent of its business 
this year to 22 per cent. Williams’ 
share price added 9p yesterday to 
250p. 

Last year Crown made operat- 
ing profits at £20 Am on sales at 
£192. 6m. 

Williams bought Crown foam 
Reed International in 1987 and 
added Berger, Jenson & Nlcolson 
from Hoechst, the West German 
chemicals group, a year later. 

This led to a substantial ration- 
alisation of the overcrowded UK 
market, where Berger was strug- 
gling in third place behind Id 
and Crown. Its Bristol plant was 
shut down almost immediately. 
Berger’s Asia-Pacific subsidiaries 
were disposed of piecemeal. 

Williams spent a total of £420m 
on building its short-lived global 
prints business. Mr Brian McGo- 
wan, the chief executive, said 
yesterday that the parts it has 
keot for rianni of this 

but contributed £40m to last 
year’s profits. 

Background, page 29 


Advisers cough, and 
the chairman listens 

By Clay Harris, Consumer Industries Editor 


MR NEIL SHAW, the Tate & Lyle 
chairman who has not yet 
d friiM whether to bid for Bob- 

fold iwfaffTMHnnii^ hk company's 

rival in the UK sugar market, 
tried yesterday to give a few 
bints of his In te ntions. But not 
much got past the discreet 
tinoatriearings of his advisers. 

Tate, Mr Shaw said, would sell 
everything except British Sugar 
If it took over BerisfonL Fidgets 
foam the bHw ami of table 
prompte d Mr Shaw to try to 
retrieve his words, even though 
they were hardly surprising. 
There was more to coma. 

“When we get to the Monopo- 
lies Commission," Mr Shaw said, 
Die evidence in fevonr of Tate’s 
emphasis cm the broad European, 
rather than the narrow UK, mar- 
ket for sugar would be over- 
whelming. When, not if? Yes, 
said Mr Shaw. Again, murmurs 
from his minders obliged him to 
make clear that nothing was 
being for granted. 


It Is not easy to be a chairman, 
especially one as earnest and vd- 
nhlp as Mr Shaw, in the no man’s 
land of a British bid period. Even 
when, as in Tate’s careful pursuit 
of Berisford. there is no takeover 

Mil aotamlly qU-the 

As Tate announced pre-tax 
profits of £87.5m ($L43m) for the 
half-year to March 81, Mr Shaw 
was carefully shepherded 
through, his meetings with the 
press. Foremost amwng Mr mind- 
ers was Mr Michael Tory of SG 
Warburg, the merchant bank 
which would answer to the Take- 
over Panel if Tate said too much. 

Tate said it continued to inves- 
tigate the value of Beriaford’s 
non-sugar interests, especially 
the troubled US property invest- 
ments. But Mr Shaw appeared to 
be rehearsing for a Monopolies 
Commission appearance. He said 
Tate could - and would - 
reduce UK sugar prices if it was 
allowed to buy British Sugar. 
Tate * 


Johnson Matthey job cuts will 
lead to ‘substantial’ charges 


By Kenneth Gooding in London 

SHARES IN Johnson Matthey, 
the precious metals refining and 
mar keting gro u p, fell by 9 per 
cent yesterday. The drop, by 72p 
to 225p, came after, the new man- 
agement frwwi <mM that further 
rationalisation - tndndmg the 
loss of. “hundreds" of fobs - will 
lead to substantial exceptional 
and extraordinary charges in the 
1988*90 financial year. 

Johnson Matthey has been sig- 
nalling flmt a. st reamlining pro- 
gramme was cm the way since 
last year when Charter Consoli- 
dated, which owns 32 per cent of 
the company, tighten e d its grip. 
Charter is part of Mr Harry 
Oppenheimer’s South African 
e m pire. Its ti gWw control led to 
the resignation of Mr Eugene 
Anderson as chief executive ' of 
Johnson Matthey; Mr Nell dark 
p» p np the diaimMTMiMp 

Despite the advance warning; 


some analysts were taken aback 
by the indications yesterday of 
the cost of the programme, which 
they estimated at about £20m 
($ 16 m). There was also disap- 
pointment that it would take at 
least two yea rs fea r the fall bo m- 
fits to cmne through to profits. 

Mr David Davies, the former 
mi Samuel chief e x ec utive who 
in December moved foam Charter 
to become Johnson Matthey’s 
pTmlnna ii. (arid Jnhnwm Mfltthev 
could not give foil details of the 
prop os als u ntil the interim 
results were announced an June 
14. 

He indicated, however, that 
“hundreds" of jobs would be lost 
overtime. 

He mW; “Basically Johnson 
Matthey’s business is extremely 
sound and is showing good 
growth. But over the past couple 
of years costs have got -out Of 


contro l and out o f line with the 
growth in mar gi ns. The company 
has become a bit flabby and. we 
axe coming to grins with that.’’ 

Targets for rationalisation 
include head offices in Hatton 
Garden in .London and Valley 
Forge, in the US. Thirty redun- 
dancies have already been 
declared at Hatton Garten to 
bring the head-count down to 
just over 100 in the next six 
months. 

The precious ™fai« division's 
UK operations will also be ration- 
alised and, in particular; there 
wfll be a "significant contrac- 
tion" in the scale of operations at 
the Brtmsdown refinery in North 
Lond on . The group’s activities at 
the materials technology division 
at Roysten, Hertfordshire, which 
houses about 20 of the company's 
77 business units, will 
streamlined. 


I Maxwell deal with Bell is halted 

By Ksvftt Brown in Sydney . . 
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AUSTRALIAN regulatory auth- 
orities moved quickly yesterday 
to prevent Hr Robert Maxwell, 
the British newspaper publisher, 
from, acquiring a 144 per cent 
stake m the Ben Group, a 745 per 

mmt media subsidiary of Bond 
Corporation Holdings, Mr Alan- 
Bond's troubled master company. 

Mr Maxwell, publisher of the 
UK’s Mirror Group Newspapers, 
said early ye ste r day that he had 
agreed to boy 4&59m abates in 
Bell for A$485£49 (US$382,850) 
from Mr David AspinaH, Bril’s 
inpwafehig director. 

However, completion was 
delayed for at least 24 hours after 
the National. Companies and 
Securities Commission (NCSC) 
an injunction in a Mel- 
bourne federal court freezing the 

pn»I«iM until thin rooming 

The NCSC said it wanted time 
to investigate the circumstances 


surrounding both the sale to Mr 
Maxwell and an earlier deal in 
which Mr Aspinall bought 1857 
per -cent of Bril from the State 
Government Insurance Cummls- 
rion (SGIC) of West Australia last 
Friday. The comndscdob said it 
was “reasonably dear" that the 
acqu is iti on of Bril Shares by Mr 
AwdnaH was a breach of Austra- 
lian takeover code, which pre- 
vents owners of more than 1&9 
per cent of rimes in a co mp any 
from acquiring more than an 
extra 3 per cent without malting 

a fall takeover bid. 

Under the takeover code, the 
shares acquired by Mr Aspinall 
are deemed to be controlled by 
Bond Corporation Holdings 
because of Ms position as a direo- 
tor of a sub sidiar y company. 

Ur Arthur Mriffng fr, ex ecu t iv e 
director of the NCSC, said Mr 
Aspinall had apparently sold the 


bulk of Ms holding to Mr Max- 
wefl in the mistaken belief that 
“it somehow minfanises the dam- 
age done." He said the sale “with- 
out reference to other parties was 
probably not the best way the 
would {wish] to see 
this resolved. 1 * 

This Is sot the first time Mr 
Maxwell has sought to enter the 
Australian newspaper market - 
he tried ansnccessntlly in 1988 to 
bay The Age, a Melbourne daily 
regarded as me of the country’s 
best newspapers. 

Bril's main asset is the highly 
profitable West Australian daily 
newspaper, which reported net 
profits of A$30m in 1888/89 and 
faaa a circulation of more than 
250,000. Bril also controls just 
under 50 pa cent of the Daily 
News in Perth, and has a string 
of suburban aid country newspa- 
pers. 
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ENIAC*, the workfe first electronic computer, bad more than e^bteen thousand valves 
and was as hig as a conference room. But in terms of performance a modem computer chip 
small enough to rest on your fiogertip could beat this monster flat Sfeewise, it’s an am to an 
dephanfcatechnk^G^af 
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Fall in earnings 
from chemicals 
depresses Kodak 


By Roderick Oram in New York 


EASTMAN Kodak has reported 
a small decline in first-quarter 
profits with sharply higher 
earnings from photographic 
products more than offset by a 
steep fall in earnings from 
chemicals. 

The company, which has 
endured several rounds of 
coGt-cuttlng and restructuring 
in recent years and a plunge in 
profits last year, remained opti- 
mistic that its performance 
would improve during the rest 
of the year. 

"Barring unexpected devel- 
opments in die economy, we 
believe the recovery forecast 
for Kodak win come about and 
that this win become increas- 
ingly in sutaequent quar- 
ters." Mr Colby Chandler, 
rinrfrMMi, said. 

Net profits for the quarter 
ended March were in lias with 
Wafi Street forecasts, slipping 
6 per cent to 6199m, or 61 cents 
a share, from $2l2m, or 65 
cents, a year earlier. Sales 
dipped 2 per cent to $4.11tra 
from $L21bn. 

The latest period covered 
one more week than that of a 
year earlier because of a 
rhang tif in Kodak's accounting 


periods. Excluding that factor, 
profits were essentially flat, 
the company said. 

In Kodak’s imaging sector, 
worldwide sales declined 
slightly to $l.35bn despite 
record sales gains abroad far 
Kodacolor films, Ektacolor 
papers and cameras. Sales In 
the US declined 15 par cent to 
6475m. 

Worldwide operating profits 
soared to 6219m from 8146m, 
although this rate of increase 
wUl moderate in subsequent 
quarters, Kodak said. 

Chemical sales were flat 
abroad but declined in the US. 
leaving the worldwide total 
down 6 per cent at 6883m. 
Operations were hampered by 
a temporary peak in raw mate- 
rial prices and a power failure 
which led to the temporary 
shutdown of facilities in Ten- 
nessee. Operating profits 
slumped to 8130m from 6210m. 

Information systems' operat- 
ing profits Blipped to 628m 
from 635m on flat sales of 
$990m. Kodak’s fourth seg- 
ment, health products, 
reported operating profits of 
Sl2lm, against 6125m, on sales 
ahead 2 per cent at 6668m. 


General Re income hit by 
storm claims in Europe 

By Martin Dickson in New York 


GENERAL RE, the largest 
reinsurance group in the US, 
yesterday reported a 5 per cent 
increase in first-quarter net 
income a share, excluding real- 
ised capital gains. 

Mr Ronald Ferguson, chair- 
man, said that while domestic 
pr o pe rty / casualty underwriting 
results were satisfactory, over- 
seas subsidiaries’ net income 
was hit by the storms which 
battered the UK and northern 
Europe early In the quarter. 

The combined underwriting/ 
expense ratio far the domestic 
property/casualty companies 
was 99.0 per cent, compared 
with 983 per cent far the same 
quarter of last year and 989 far 
the fourth quarter Of 1989. 

Earnings per share, exclu- 
ding capital sains, were $L5Q, 
against 6L43. 

After-tax realised capital 
gains were 14 cents a share, 
compared with 28 cents, and 
net income worked through at 
61.64 per share, down from 
$2.89 last time. 

Worldwide net premium vol- 
ume was $53L8m, up 124 per 
cent, while domestic property/ 


casualty written premiums 
rose 1&5 per cent to 6478Jm. 

Another US insurer, USF&G, 
yesterday reported net income 
of 65lm or 56 cents a share in 
the first quarter, compared 
with $31m or 33 cents in the 
same period of 1989. 

The increase was doe pri- 
marily to realised capital 
gains, which more than offset 
reduced premium income, due 
to the soft underwriting cycle 
and increased catastrophe 
losses. 

• Lincoln National, the US 
insurance holding company, 
reported net earnings of 6269m 
or 54 cents a share in the first 
quarter, after a 61 cents per 
share loss, Reuter reports. 

For the same period Inst year 
the company earned 651m or 
61.13. Revenues went ahead to 
$L97bn from $1.79bn. 

The $25.5in or 61 cents per 
share loss In the quarter was 
net of a gain on the sale of 
common stock and losses on 
fixed-income investments. 
First-quarter earnings far the 
property/casualty segment fall 
to 630.7m from 648.7m. 


Government 
seeks peace 
in Enimont 
dispute 

By John Wykra in Rome 

A SPECIAL shareholders’ 
meeting of Enimont, Italy’s 
unhappy public-private chemi- 
cals joint venture, was duly 
postponed yesterday to allow 
30 days for the Government to 
try -to mediate a settlement 
between the company’s war- 
ring owners. 

The assembly had not been 
expected to produce a quorum 
to deliberate on Montedison’s 
proposal for a Ll0,250bn 
(68.31m) capital increase 
because there was no possibil- 
ity of the proposal mustering 
the necessary 65 per cent 
majority, given the resolute 
opposition of Eni, the state 
energy company, which holds 
an equal 40 per cent stake to 
ib private partner. 

However, the unspoken 
threat yesterday was that 
under the Italian dvfl code the 
special assembly could be con- 
vened for a third time — the 
first convocation was last 
Monday - when the proposal 
could pass by the simple 
majority in the possession of 
Mr Raul GanUnl’s Montedison 
and his other private sector 

alllHL 

“I believe this leaves a wide 
field open for negotiations, 1 * 
geld Mr Sergio Cragnottl, Rni- 

monfs w m i f in y director and 
a Gandini mnw*n— , yesterday. 

He added that there was a 
desire to avoid a farther con- 
frontation bet we en the two 
main ahrahnlde w s mJ to find 

a solution to the problem 
about the joint venture’s 
future ownership and indus- 
trial strategy. 

Mr GM$M Andreotti, the 
Italian Prime Minister, has 
taken pemanal charge of the 
Enimont portfolio he is 
wiwfaJ ftn fflsaSw M mwmiIF to 
launching a mediation after 
this weekend’s local 
elections. 


Imasco up 23% 
in first quarter 

IMASCO, the financial 
services, fast food, retailing 
and tobacco group 40 per cent 
controlled by BAT TmAwM- 
of the UK, has male a good 
start to 1990, despite a slowing 
North American economy, 
writes Robert Glbbens in Mon- 
treal. 

First-quarter Msntngi were 
C666.8m <US657m) or 50 cents 
a share, up 68 per cent from 
|B4Ja or 48 amts a pear ear- 
ner. Revenues were ahead by 
15 per cast to Hdbn. The big- 
gest contributor remained 
tobacco products. 


De Beers Consolidated Mines Limited 

(inaxpomed in dtc Republic of South A&ia) 

Reputation No. 1 1/00007/06 

("the Company') 

NOTICE OF GENERAL MEETING OF HOLDERS OF THE DEFERRED SHARES AND 
THE S ORDINARY SHARES 

Notice h hereby given that ■ general meeting of hofcfere of the deferred shares and the S ordinary shares in the Company 
wiU be held at 36 Stockdale Street, Kimberley, immediately after the annual general meeting which is convened for 14:16 
on Friday. 25 May 1990 for the foSowirtg business: 

ORDINARY RESOLUTION 

To consider and If deemed tit to pass, witn or without mud ncailo n. ffw Wowing re a o te lSon » an ordinary resolution: 

THAT the ag re ement entered mao between the Company and Swire Bank Corporation (Luxembourg) Ltd. ('the Fiduciary”) 
on a April 1990. rotating » me transfer to the Fiduciary of the entire ksaued share capital In ed certain bonds taeued by 
Centenary Holdings le copy of which agreement was tabled at the meeting and wsa MtialM by the Chairman for 
purpoeee of Mantihcaden) be and it is hereby approved. 

SPECIAL RESOLUTION 

To consider and If deem e d fit to pen. with or without mort fi caton. in the manner required by die Companies Act, 1973, as 
amended, the following resohibon as ■ apecM resolution: — 

THAT, subyact to the pausing of the txdviarv resolution proposed In terrm of the notice convening this meeting, fre 
of the Company 


i of essocBtion of the Company be end they ate hereby amended: 

1. by die inserti on of the following new article numbered '16 bla*: 

'ISbisMFor the purposwofthts article 16 Us. unless inco nsiste nt wtoi or otherwise Indicted by (he context, the 
word or term: 

CD "Centenary' sftaB mean De Beers Cenuntry AG. a company Inootporatad bi Lucerne ki accordance 
with the lews of Switzerland: 

“Cen t e na ry HoMngs* than mean Centenary Hokfings, s company incorporated In accordance with the 
laws of Luxembourg; 

"the depositary* ahafl mean Centenary Depositary AG. a company I nc o rpo r ated in Lucerne In 
accordance with the lews of Switzerland, or any company appointed re Its successor tn tsrms of ths 
deposit agreement under which the Centenary depositary rearipta are created) 

'a Cantenary unit* than mean a unit comprising one ordinary share In the capital of Centenary end one 
participation certificate issued by Centenary HoMngs, which are twinned fci accordance with, end 
subfect to. the provision, contained in the articles of eseacMon and aitidas of Incorporation of 


« 

(Hi) 


(M 


M 


Caritenary and Centenary Hokfcnda, respectively; 
'a Centenary depositary raceipr shall i 


. , i mean a receipt representing the right end Interest ex e rc isa bl e 

against the depositary m reaped of an undivided one hundredth share in and to ttw rights, privdages 
and berwhta arising from or relating to e Centenary unit haM by the depositary; 

(vfl 'deferred shires' shall include deferred shares represented by warrants to bearer. 

18 bis <U WWi effect tioma date to be determined by resolution of the board of directors, each issued deferred share 
and each taaued S ordinary share m the capital of the Company shell be Hiked to, end form a unit with, a 
Centenary depositary receipt ana notwithstanding anything to the contrary con Mined in these article, of 
s Mo cMDon. no such deferred ahem or such S ordinary snare than be tran s ferable unless • Centenary 
depositary receipt repres en ted by a certiticste bearing a dtetingutstting number corres p onding to the 
number of the cantfcate representing such deferred snare or such S ordinary share is Transf er red 
concurrently therewith to the same transferee and no such transfer shall be effected by the Company 
unless it receives oonfirmaoon from the depositary of the concurrent nnsfar of the corresponding 
Centenary depository receipt to the same transferee. 

18 bate) The Company sftu be on tided to continue Issuing any unissued deferred shares SMI S onfinary shares in 
the capital of die Company end. tor so long ss the provisions of article 18 be 66 remain ki tom. any such 
unissued deferred shares or S onSnary shares which are Wotted end issued may Ibut need nod be Issued 
subject to the condKton that such shares ahaU be linked to Cantanary depositary receipts, provided that 
concurrently with such issue there Is Issued by the depositary w the person entitled to eueh deferred share 
or such S ordinary share, e Centenary depotinry receipt represented by a certificate bearing a 
tftstinguishrng number corresponding to the number of the certlRcett rep re se n ti ng such deferred share or S 
ordinary share. The provisions of Article IB b* ft) Shsfl apply fflUtttf* mutandis tt» eflV deferred stores ends 
ordinary shares which ere issued subject to the condition that they are Inked to Centenary depositary receipts. 

16 bis Id) For so long as the provisions ol Article 18 bis lb) remain m force, nfl the deferred shares and the S orcknary 
shares in the capital of the Company which are linked to Centenary depositary receipts shall be deaerated 
as 'linked deferred Shares* and 'linked S Ordinary shares* respectively. 

IB bis lei Save as a set nut <n sub-paragraphs (bl. te) end id) of this article, the linked deferred shares and linked S 
ordinary shares shall continue to have the same rights and privileges es they had pda- to the date on which 
the provisions of sub-paragraph (b) shaH here Come Into effect. 

10 bis (I) In ine event thal Orth or 

0 the board of (Junctors of the Company passes a resolution to the effect that the linked deferred shares 
and the tinltadS ordinary shares shall cease to be Hiked to the Centenary depositary receipts; or 
CO the board of directors Of Centenary passes a resolution to the effect that the Centenary depository 
receipts shaH cease to be faked » the linked deferred shares and the faked S ordinary shares; 
thea with effect from the date specified tn such resolution or, If no such daw is specified, from the date on 
which such a resolution ts passed rttw unfinbng daw*), the pro visio ns of article, 18 bis lb] and Id shall 
coaso to haw any further force or effoct, the linked delerred shares and the faked S ordinary shares shell 
cease to be faked to the Centenary depositary receipts and ttw word ‘linked* ahefl be removed from their 
designation, provided that it such resolutions are passed by both the beard of the Company and iha board 
of Centenary, the resolution which gives rise to the tarter unlinking data ihel) bo the appMabte resolution 
for ttw purposes hereof. 

2. by the insertion at the begmmng of Andes 8, 9, 20, 28, and 40, respectively, of the phrase:— 

"Subject to the provisions of Article 18 bis,* 

The reason for proposing the special resolution is to amend the articles ol a sso c iation of the Company so as to provide for the 
knkmg of tho osuod deferred shares and S oranary shares in tho capital of the Company with Centenary depositary receipts (as 
del mod in tho special resolution) in the manner contemplated ki tho special resolution. It passed and regkneraa the special 
mohiuon will ham that effect Equity aheiaholders era referred to the Ocular posted to regatered Shareholders on 2 May 1 990. 

I- Tho transfer regttms m Johannesburg and London and tho register of members of ttw Company wW be cfoMd from IB May to 
2$ May 1990. both days mckisivo. 

Holders ol Share warrants id boater who wish to attond w person or by proxy or to vow at any general meeting of the 
Company must comply with ttw regulations of the Company under which share warrants to baa rer tire issued. 

A member sntKfotf to attend and vow at the meeting is entitled to appoint a proxy or provios to attend, speak and vote in his 
su»d. A proxy need not be a number ol the Company. 

A form of proxy to enablo mombors to voto for Or against eadi of the resolutions or to ab s tai n from voting may be obtained on 
request from die offices at tho Company or its shore transfer secretaries Proxy forms must be lodged with the Company's 
ahoro transfor secretaries not later chan 10.00 (South African timo) on 25 May i960. Completion of, 

a form of proxy wiil not predudo a momber from attending the meeting. TT^ T1 , 

By ortdf of ttw bead H J CfWNXSHAW. Saavury 2 May 1990 I JtT llPPrS 

AcmOmtlKad2li«v>S30otjoaiaouswaiaieaisut«iJshartihoiami{xlavonacm»9m ^rT , 7T , , v„ 

jVwbfcto tor hofctora of Short nortjnlf fa boarer from 4} Ho*oni lL***ri tendon EC IP IAJ eta* 


Struggle to keep on truckin’ as market stalls 

Kevin Done surveys the bumpy road ahead for DAF and its competitors in Europe 


T he trade industry Is no 
place for the faint- 
hearted When sales fall 
they drop with a sickening 
lurch, plunging track makers 
from feast to famine. 

A year ago DAF, the Dutch 
track maker which took over 
the Leyland truck end van 
operations in the UK in 1987, 
was enjoying record sales and 
profits. 

With superb timing it chose 
to go public in a Euro-equity 
flotatio n valuing the company 
at FI 1.34bn (S708n0 , only 
months before the European 
truck market peaked. 

The profit carves in the 
annual report sent to share- 
holders last mont h still pcrfnt 
upwards, with net profits clim- 
bing to FI 172m In 1989, com- 
pared with only FI 20m five 
years earlier. But now the party 
is over. 

On Tuesday, trading in DAF 
shares was suspended tempo- 
rarily as the company was 
farced to rush oat a statement 
warning that It expected to 
plunge Into loss In the first hah 
Of 1990. 

Investors had already seen 
the DAF share price fall In 
recent months to FI 338 from 
the issue price last year of FI 47 
and a peak in the post-flotation 
euphoria of FI 61. 

"The- sodden w a r nin g of a 
n 20m ton 30m loss In the first 
half of 1990, compared with a 
n74J5m net profit in the first 
half of 1989, stfiL Comes as an 
unwelcome shock, however. 
Not least because DAF had 
only briefed financial analysts a 
couple of weeks a8x> to expect 
"a lower result” tn the first 

Half 

The truck Industry is 
renowned for facing some of 
the most exagger at ed swings of 
fortune In European manufac- 
turing. As the industry b»iw« 
its latest tumble, DAF u show- 
ing the worst bruises because 
of its greater exposure to the 


Mercedes-Benz, the vehicle 
unit of Daimler-Benz, said 
earnings in its truck division 
rose in the first quarter of 
1990 because of strong 
growth tn key markets and a 
shift to more profitable 
heavy trades, agencies report 
Worldwide production in 
the first three months 
dimbed 4JS per cent to 70,000 
units from 67,000 units a 
year earlier, Mr Helmut War- 
ner, Mercedes’ deputy man- 
agement board chairman, 
said at the Hanover Trade 
Fair. Daimler would again 


produce around 260,000 
trucks In 1990 and expected 
van and trade sales to rise 3 
cent for the whole year. 


Mr -Werner declined to 
reveal how profitable Daim- 
ler’s frock business was, bat 
said: "Oar figures look good 
when compared with the re& 
of the Indus try.* 1 
The company’s West Ger- 
man truck sales jumped by 
20 per cart in volume trams 
in the first quarter of 1900 on 
the .year-ago period, with 
heavy frock sales rising by 


40 per cent* Mr Werner 
warned the UK truck market 
could d«dtne by to per cent 
this year. 

The company has- had to 
stop production recently in 
Its Brazilian plant bat he 
hoped production coaid start 

again mart week. 

In the US, Daimler’s 
Freightllner unit became 
market leader for the first 
time fids year, but Mr Wer- 

wor fxM file subsidiary would 
have to cope with a weaker 
market. 


UK track market, the largest in 
Europe last year. 

Truck demand in same Euro- 
pean markets - notably West 
Germany - is still strong, but 
sales have declined signifi- 
cantly in Spain ami there are 
signs of weakness, In new 
orders if not yet in registra- 
tions. in France. 

In the UK, however, where 
DAF derived 43 per cent of its 
F153bn turnover last year, the 
truck industry has plunged into 
a fall-blown recession. 

Demand far trades in the UK 
began to fall precipitately in 
the final quarter of last year. 
Sales for the whole of 1969 were 

DAF 

Net profit/ Loss (Rm) 

200 , 



the highest of the decade at 
894284, bat in the final quarter 
demand was 20.2 per cent lower 
than a year earlier. 

in the face of high interest 
rates and the UK economic 
slow-down, truck sales (above 
3£ tonnes) have fallen again by 
25 per cent In the first quarter 
of this year. Sales of heavy 
tracks (above 15 tonnes), where 
DAF is the UK market leader, 
were 32 per cent lower than a 
year earlier. 

Since the second half of last 
year UK track makers have 
been forced drastically to cat 
back production with short- 
time working, including a 
three-day week at some compa- 
nies, onH cuts in the workforce 
to try to bring bloated stocks 
into line with lower damand 

DAF Is not alone with its 
woes in the UK, ft is simply 
more exposed. Renault Vfibt 
coles Industrials, the commer- 
cial vehicles subsidiary of Ren- 
ault, warned in M|m * Wwt its 
chronically loss-making Danst- 
able, Bedfordshire assembly 
plant wouU.be closed down if it 
faffed to match soon the pro- 
ductivity and quality levels of 
the group’s Fra ry i f i win* Spanish - 
operations. 

ERF, the last remaining fade- 
pendent publicly quoted UK 
track maker, is believed to 


have been operating close to or 
below break-even in the second 
half of its ftn flnrtai year to the 
raid of March, after enjoying 
record profits the previous 


Iveco Ford Truck, the UK 
trade market leader last year, 
whose Langley plant to the 
west of London is dosed Hoc a 
second week by strike action, 
had already been farced to cut 
production to a three-day 

Truck industry problems are 
not confined to Europe. In the 
US both Navistar, formerly 
International Harvester, and 
Mack Tracks are running up 
heavy fosses in the face erf a 
steep downturn in demand.- - 

A ccording to Mr Giorgio 
Garnzzo, chief execu- 
tive of Iveco, the com- 
mercial vehicles subsidiary of 
Flat of Italy, the European 
truck industry will continue 
throug h the 1990s to show a 
volume growth rate — around 1 
per a year — «hwflar to 
that achieved in. the past 20 
years. 

He admits, however, that 

thd trend in nnh r a muriMmaH. 

cal abstraction,” which 
Obscures the dramatic swings 
in the industry's fo rt un es. 

As a capital goods sector the 


truck industry is subject to hig 
fluctuations in demand. "The 
truck is the machine tool of the 
road haulage industry,” says 
Mr Garnzzo of Iveco. *Thfl will, 
bigness of hanliers to replace 
their vehicles depends more on 
their business forecasts and on 
interest rates, rather than on 
technical needs or consumer 
goods fiends.** 

T TK track operators can 

| I react to the current 
economic squeeze by 
delaying new track purchases, 
because the UK truck fleet 
today is younger than at any 
time in the last decade. 

According to Iveco Ford 50.5 
per cent of UK tracks ate less 
than four years old, compared 
with only 38.7 per cent in 1984. 
The share of tracks between 
four and eight years old has 
fallen from 44J3 to 34 per cent in 
the same period. 

The uncertain ties of the 
truck industry have, in turn, 
brought a tremendous shake- 
out. 

DAF swallowed Leyland in 
1987, but its attempt to enter 
the industry’s premier league 
with the farfiw* 1 - acquisition of 
Steyr of Austria and Spain's 
Enasa foundered last year as it 
was beaten in both cases by 
MAN cf West Germany. 

It has been left looking 
increasingly exposed in sixth 
place in the European truck 
industry, as the restructuring 
ntmtn gathers race. 

Mr Aart van der Padt, DAF 
chief executive, insists bravely 
that the group, with an output 
of more than 36,000 trucks 
(above 3J> tonnes) last year, has 
the critical mass necessary far 
survival. The company’s vul- 
nerability, he says, is its depen- 
dence on the UK market rather 
than a lack cf volume. But as 
the red Ink seeps Into the 
accounts it is clear the squeeze 
OH the «mH «wH mutiinwMriwui 

players is ti ghtening , as the 
market weakens. 


Parretti sees $45m gain for Pathe 


By Alan Friedman in New York 


MR Giancarlo Parretti, the 
Italian flnander whose Patbd 
n wBwmiiw»H<wia on Monday 
extended its fl-28bn tender 
offer far MGM/UA «n«i May 
has forecast a net profit of 
around g45m for the first quar- 
ter of the current year. 

This compares with net 
income Of glftSm far the first 
three months of 1989. The 
improved first-quarter net 
comes alter the inclus i on of 
around f55m of gains on asset 
sales and. foreign currency 
exchange gains. 

Although Fathd has not yet 
announced its first-quarter 
results, Mr Parretti predicted 
total revenues of around 676m, 
compared to S&Uhn last time. 

At the operating level Pathd 
is understood to have made a 
lose of around 69m, against a 


84Jm toss In the first quarter 
of 1969. 

Mr Parretti stressed that 
Pathos shareholder equity had 
risen to more than 6150m by 
the end of the first quarter, 
against glKUhn last December 
3L For the whole of 1969 PathA 
incurred a 832.4m Jobs on reve- 
nues of 6349.5m. 

Several Wall Street analysts 
said they were confused by 
PatM** decisio n to delay from 
May 9 until May 17 the third 
IQDm payment of a PathA 1 
d eposit on MGM/UA into an 
escrow account. 

Mr Flotio Flarixd, Mr Panet- 
ti’s Geneva-based partner who 
serves as chairman cf Pathfi, 
said the third 650m deposit 
payment had been delayed 
because “there Is a great likeli- 
hood that we Will close the 


MGM/UA deal on May 10 and 
so there would be no need to 
go ahead with a gSOm deposit 
on May 9." He added it was “all 
a question of preparing the 
right papers in time.* 

fa an SEC filing Pafhd has 
also rifarirniart that the LuXEm- 
bourg-based Comfinance, a pri- 
vate holding vehicle that indi- 
rectly controls 88 percent of 
Pathe, would provide Pathd 
with 6450m of funds to com- 
plete the MGM/UA tender. 

In exchange Comfinance, 
which is 80 per cent controlled 
by Mr Parretti and hie wife 
Maria and 20 per cent by Mr 
Fiorini’s wife Elena, would 
receive 22£m MGM/UA shares, 
representing mote than a third 
of the company. 

The 6450m of funding is 
required as a condition for 


Time Warner to guarantee 
6650m of bank loans to PathA 
In. exchange Fathd is to provide 
Time Warner with some dtatri- 
, button rights to the United Art- 
ists film library and same 
MGM rights. 

The SEC filing did not spec- 
ify how Comfinance would 
raise the. 6450m. but Mr Par- 
retti and Mr Fforinl are under- 
stood to be completing the sale 
for between g2S0m and 6300m 
of Renta, the Spanish real 
estate concern that is indi- 
rectly controlled by their vari- 
ous companies including Oom- 
flnanc e. 

Pathd has also been seeking 
around 6200m of hank finance 
in the form of a production line 
cf credit from banks, including 
Manufacturers Hanover Trust 
and Bankers Trust 


Canadian Pacific expects 
big profit decline for year 


By Robert Glbbens In Montreal 


CANADIAN PACIFIC unveiled 
lower earnings for the first 
quarter, but some strengthen- 
ing is expected over the rest of 
the year. 

However the profit for all 
1990 will still come out well 
below 1989’s, Mr William Stin- 
son, nlmfonxn of the Canadian 
conglomerate, said after the 
ann ual meeting. 

March quarter earnings were 
C$?&2m (USJ0S.6Sn} or 24 cents 
a share, against CS134Jm or 42 
cents a year earlier on net rev- 
enues of CJ2.58bn, compared 
with C$2.62 b n. 

Mr Stinson said the decline 
was due to weak forest prod- 
ucts markets, where there was 
a sharp fall in earnings, and 
lower contributions from tele- 
communications, manufactur- 


ing, real estate and hotels. 
Energy, transportation and 
waste services showed an 
improvement. High interest 
rates and the high Canadian 
dollar were also big factors. 

CP Rail posted a 7 per cent 
increase in freight volume as 
export grain shipments recov- 
ered. 

The real estate subsidiary. 
Marathon, will continue with 
land sales to bolster its resulfa 
and is committed to pay a divi- 
dend as soon as possible. 

About 80 per cent of Mara- 
thon Is bring spun off to CP 
common shareholders, and 
Marathon shares have been 
trading on an nno f flrfai 
at around 68 per share. Mr 
Stinson said tote was a sub- 
stantial undervaluation. 


IBM deal to help Valid 
develop EDA software 

By Louisa Kehoe In San Francisco 


INTERNATIONAL Business 
Machines has agreed to 
acquire a minority interest in 
Valid Logic Systems, a dev- 
eloper of electronic design 
automation (EDA) software, in 
a move to boost Valid’s efforts 
to develop software to ran on 
IBM’s new line of computer 
workstations. 

Under the terms of the 
agreement, IBM could over the 
next five years acquire ap to 
49.99 per cent of Valid for a 
total Investment of np to 
6102.4m. 

The investment is the latest 
in a series of moves by IBM to 
encourage development of soft- 
ware by third parties for its 
workstations and other com- 
puters. 

EDA software tools are used 


by e ngin eer s in the design of 
integrated circuits and printed 
circuit boards, and are ww of 
the most popular ap plicatio ns 
of computer workstations. 

IBM will make an initial 
Investment of fllJtm to 
acquire newly-issued stock 
representing a 5 to 8J3 per cent 
Stake in Vand. 

IBM will also purchase war- 
rants for about 61.2m to 
acquire stock at $n per share. 
The agreement includes provi- 
sions for Valid to sell addi- 
tional shares to IBM, begin- 
ning next year in four annual 
amounts. 

The amount and price of 
each capital call will depend 
on Valid’s sales of its EDA 
app l ica ti ons programs on tom 
workstations. 


De Beers Consolidated Mines Limited 

(Inownntcd m tbe Republic of South Africa) 

Restoration Ha 11/00007/06 

NOTICE TO MEMBERS 

Notica Is harauy given that the one hundred and second annual general 
meeting of members or Da Beers Consolidated Mines Limited will be held at the 
head office of the Company at 36 StoattMs Street, Wmbertey, on Friday. 25th 
May 169a at 14:15. for the foBowmg business: 

- to receive and consider the annual finandat statements of the 
Company and of ttw Grow for the year ended 31 stDocwn&w 1888; 

- to elect directors in accordance with the provisions ot the articles of 
as so c ia tion olttu Company; 

- to consider and. If deemed fit. to pasa. with or without modification, tM 
following resolution as an ordinary resolution: 

‘That the tareewa be and they ere hereby euthoriaed to allot end isaua, after 
providing ter ttw afcamant and issue of the S ordinary shares in terms of The De 
Beefs Employee Shareholder Scheme. aU or any portion of the urtnuad S 
ordinary and deferred shores of five cents eodh in the caphal of the COmpeny at 
MKh a time or tames, to such person or persons, company or companies, and 
upon such lama andfiomiitiana, as they may deumvne." 

A member emitted to attend and vow ar the meeting may appoint a proxy to 
attend, soeafc and vote in his stead. A proxy need not be a member of the 
Company- H required, forms of proxy are available from the head office and 
Lontten office of the Company. 

The transfer registers and registers of members of the Company WBI M 
closed from 19th May to 23th May 1 990. bOth days indush*. 

HoMars of deferred share warrants to bearer who deatra to attend bi person 
or by pnwy W to vow at any general meeting of the Company must comply with 
the regulaflotti of the Company uider which snare warrants to baser are Issued. 

By order of the board 
HJ.CRANKSMAW 
Secretary 

38 Sffldfcdate Street. Kfmtjertoy 
P.O.Box flia Kkmbatiev, B300 


2nd May 1990 

NOTE Die 1389 omuatropon ft posted ro 
reg iitortx# sharihb/dfcrs today and copiei an 
ava&tib for Hotie0s <& shore warrants to baont 
mmOOHOtoom Warmer London EC1P IAJ. 


De Beers 

Dv hM CMoMand HtoM Umh* 


Mitsubishi 
Motors in 
US rent deal 

By Roderick Oram 

MITSUBISHI MOTORS Is to 
take a controlling stake in 
Value Rent-a-Car, becoming 
the first Japanese manufac- 
t u rer to follow Detroit’s lead of 
buying into car rental compa- 
nies. 

It is not, however; the first 
foreign car maker to enter the 
business. Volvo erf Sweden has 
built up a 26 per cent stake in 
Hertz since the industry leader 
went private in 1987. 

On the domestic front. Gen- 
eral Motors Is linked with Avis 
and National, Ford Motor with 
Hertz and Budget and Chrysler 
with Thrifty and Snappy. They 
see the rental business as a 
good source of fleet sales and a 
way to introduce drivers to 
their cars. 

Mitsubishi is applying the 
same logic to its purchase, 
terms of winch were not dis- 
closed. Value, based in 
Deerfield Beach north of 
Miami , rents cars in sunbrit 
dries. 

Most of its customers are 
holiday-makers who typically 
rent for longer periods than 
business travellers, thus mak- 
ing the rental an extended test 
drive of Mitsubishi cars. 

The Japanese company sup- 
plies about 10 per cent of Val- 
ue’s fleet which fluctuates 
between 12,000 and 20,000 cars, 
depending on the season. 
Hertz, by contrast, has some 
150AM cars in the US. 

Mitsubishi 6old just over 
160,000 cars in the US last year 
and hopes to boost sales this 
year to between 180,000 and 
200,000. 

Other Japanese companies 
might join Mitsubishi ur the 
rental business. Toyota, for 
one . Is be lieved to have looked 
at several companies. 


SAINT-COBARM 
ECU 1254MMIMMU 
IOANAT 

VARIABLE INTEREST RATE 
AND NO FIXED 
REDEMPTION DATE 


Bondhofcfm «re htreby 
Irtfonwedthmheri tt 


inteiwt period fm b een (bad M 
1U5« 

GbuponnMI wffib* 
payaUto m from October 26th, 
1990 at a price of ECU 285.94 


11,25%adailacd an thetaati 
of 1 83/3KMh» oovaring the 

bettod from April 26th, 1990 to 

October 2»h, 1SB0 tnduriw. 

HnwKM Agetft 8 Rrimncx Afmt 
CREDIT LYONNAE 
LUXEMBOURG 


£150,000,000 
Bristol & West 
Building Society 

Floating Rato Notea due 1884 

Fertile tiwea month Interest parted 
May 2. 1990 to August 2. 1990. 
ttw i*» has bean datwtnned at 
isfr%. The I ntern et payable on 
the tetauant interest ddts August 2, 
1990 w« be £389.11 par ETOSSb and 
£3,891.10 pw £100,000 In ttoflW 
form. 

By.lM dm HMUHMSMKi NJL 
u wew .<wM i t«* 

May 0,1090 


Notice of Prepayment 




ENTE NAZIONALE 
PER L’ENERGIA ELETTRICA 
(ENEL) 

U.S.J1 00,000,000 

Floating Rato Debentures due 1989 
Convertible at the holders' option into 

1992 


Notica is hereby given that 


tePaWnent ofFm nopal will be made up0 n presentation 


NAZIONALE PER L’ENERGIA ELETTRICA 
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INTERNATIONAL COMPANIES AND FINANCE 


Bond deal worries HK regulators 


By John Elliott In Hong Kong 

BONG SONG'S stock ngn-ft et . 
regulators are bring to And a 
way of moving in on the pro- 
posed sale of the 66 per cent 
stake in Bong Kong-listed 
Bond Corporation Interna- 
tional (BOD held by Mr Alan 
Bond's ailing Australian bust 
ness empire. 

The potential purchaser of 
part of the stake is Tozoson 
Pacific, a local company 
backed by Taiwanese and 
mainland Chinese money a n d 
headed by Mf Stanley Ho, a 
Macao gambling Hud entertain- 
ment entrepreneur. 

- The regulators are concerned 
because Tomson, advised by 
Standard Chartered Asia, only 
proposes to buy a 3-15 per cent 

Good first 
quarter for 
Hafslund 

By Karen Fossil in Oslo 

HAFSLUND NYCOMED, the 
big Norwegian pharmaceuti- 
cals and energy concern, has 
increased first-quarter profits, 
before ' extraordinary items, to 
NKr283m ($43. 3 m) from 
NKr234m a year earlier. 

The improved result was 
achieved in spite of higher 
depreciation costs and 
increased spending on research 
and development which the' 
company warned would 
Increase for the year as a 
whole. 

Group operating revenues 
rose to NKr990m from 
NKr754m last year as did roy- 
alty income which increased 
by NKr9m to NKr92m. 

B&D spending in the quarter 
rose to NKxlllm from NKz'TOm I 
last year. For 1900 as a whole i 
Hafslund forecasts a rise in ; 
these costs to about NErSSO * 
bom NKr290m last year. ; 

The hri aging division, which ( 
produces the Omnipaqne con- ] 
trast media solution used to 1 
malm X-ray pictures dearer, i 
saw first-quarter operating j 
profit increase to NKr284m 
from NEz230m last year. i 

CL Pharma, the Austrian 1 
unit in which HafrUmd owns a ] 
55 per cent stake, achieved an i 
operating profit m NKrigftn, or i 
roughly the mmc as its R&D 1 
costs. 1 

- The metals unit, sold earlier i 
this year, was not included in t 
first-quarter figures. - 


stake, in BC3L, just below the 
35 per cant threshold at which 
a general offer would be 
required under Hong Kong’s 
voluntary takeover code. The 
remahUng 3L5 per cent of the 
Band stake is to-be placed with 
other investors by ChinTung 
International, part of the Stan- 
dard Chartered Group. 

This could lead to a change 
of control in Tomson’s favour 
if, as regulators suspect, it 
turns out to be close to some of 
the other investors. Existing 
minority shareholders in BdL 
would also gain nothing from 
the daal. 

However, one week 'after 
Band executives forecart that a 
dert would be settled within 48 


hours, negotiations continued 
late last night and showed no 
signs of reaching an eady con- 
clusion. Meanwhile, Mr Peter 
Lucas, head of BQL and Mr 
Band’s public relations direc- 
tor, said that last week he 
wrongly estimated the funds 
that tbe Australian parent 
could reap from the proposed 
sale of its state. He na$ now 
trimmed the figure from 
A$500m (DS$373m) to A$400m. 

Negotiations are believed to 
be pitched at a price of around 
HK $ ? .. 3 5 a share — yesterday’s 
dosing market price was 
HKS 2 .Q25 after heavy trading, 
up from HKfl.90 at the begin- 
ning of the week. 


Ban k , which is believed to be 
owed some A$600m by the 
RrmH pmpfm, is watching the 
negotiations closely. 

Along with the Bond empire, 
it is in favour of a sale of the 
stake because this would pro- 
duce «»sfo faster than a large- 
scale dividend dis trib ution or a 
winding up of the company, 
which cannot take place unto, 
the future of a 50 per cent 
stake in a Rome property 
development site is d e cided. 

The other 50 per cent has 
been hgid for some months by 
Mr Bond’s Australian com- 
pany. BGIL would like to buy 
the state so that it could th e n ■ 
try to iron oat long planning 
delays. 


DSM hit by tighter margins 


By Our Financial Staff 

DSM, the Dutch chemical 
group which was partial]; pri- 
vatised in an international 
launch last year, yesterday 
reported an 18J> per cent fall in 
first-quarter results, following 
the trend set by Akzo, the 
other big Dutch chemical con- 
cern, last week. 

DSM’s net profit dropped to 
FI 242m ($128.7m) from FI 297m 
a year eariter, In spite of a 5£ 
per cent rise in sales from 
FL2.73bn to F12£8bn and an 
oytTanwWronir sain of FI 12m. 
Also, DSM reported that its tax 
burden wbb reduced to FI 89m 
compared to FI 129m in 1989. 

These factors helped produce 
results that were above ana- 


lysts expectations, and DSM’s 
share price closed yesterday at 
FI 113.70. Mr Rob Sweers, an 
analyst with Banque Paribas, 
said of the first-quarter perfor- 
mance; It certainly was not 
bad considering that the first 
part of last year was a record 
period for the rfiwnirai indus- 
try.” 

As with Akzo, DSM’s lower 
profit figures were largely due 
to reduced margins in its core 
business. Pre-tax operating 
profits fell to ll per cent of 
total sales compared to 15 per 
cent in the 1989 first quarter. 

DSM attributed the decrease 
in profit margins to a substan- 
tial fall in the sales price of 


plastics, a trend that started in 
the second half of 1989. DSM 
added, however, that the trend 
was partly offset by lower feed- 
stock costs. 

DSM’s earnings per share 
fell to FI 590 from FI 850 in the 
1989 quarter. 

In Its forecast for 1990, DSM 
said: “At present, the course of 
business for most of oar prod- 
ucts is such that the group’s 
operating results reflect the 
same good level seen in the 
second half of 1989. Under pres- 
ent circumstances, however, 
we think it is too early yet to 
express concrete expectations 
regarding the results for the 
current year as a whole.’* 


Hoechst starts year on weak note 


By Andrew Fisher 

HOECHST. the big West 
German chemicals concern, 
yesterday announced an &5 per 
cent fall in firstquarter group 
pre-tax profits to DM920m 
(8540m). thoug h Mr Wolfeann 
rfilger, the chief exec uti ve, said 
tho aim. was atm to achieve a 
result for the whale of 1990 
around last year’s leveL 

“We started the new finan- 
cial year with the handicap of 
lower exchange rates and 
prices," he commented. How- 
ever, hi gher volume sales in 
western Europe showed that 
business conditions remained 
basically favourable. T u rno v er 
in the quarter rose only 03 per 
cent to DMlTb n. 

Turnover for all of 1968 rose 


5 per cent to DM46hn, with for- 
eign revenues rising 14 per 
cent, twice as fast as at home. 
Group net profits improved by 
5.7 per cent toDMLlbn and the 
company proposes a DM1 rise 
in its dividend to DM13 a 
share. nwpTtgi spending was 15 
per cent higher at DM3.2bn. 
around half of fiifa being in 
Germany. 

Explaining tbe drop in first- 
quarter profits, Mr Hilger said 
prices were much lower than 
last year. The group was also 
affected by the drop in the dol- 
lar, the yen, and sterling. Thus 
the 5 per rant rim in vohnne 
sales was offset by a 7 per cent 
drop in turnover; new busi- 
nesses afUnri 2 per mnt. 


Mr Hfiger said chemicals and 
fibres, with of their mar- 
ket In file US, were especially 
hit by the currency falls 
against the D-Mark The ntas- 


against the D-Mark The plas- 
tics chemicals sectors also 
suffered from lower prices. 

In the US, pre-tax profits of 
Hoechst Celanese fell by 38 per 
cent in the first quarter to 
$39m on turnover down 8 per 
cent at $L3bn. 

However, Mr Hilger said the 
wdMng B rate price differ- 
ences during the rest of 1990 
compared with last year would 
not be as Ug as in the first 
quarter. Thus a profit equal to 
*fo«t of last year was attain- 
able, though it would need a 
Ug effort. 


NEWS IN BRIEF 


Fried. Krupp 
sees return 
to profits 

FRIED. KRUPP, Germany’s 
oldest steel firm, will return to 
profit this year after breaking 
even in 1989 and suffering a 
large loss in 1988, its chairman 
Mr Gerhard Cromme said at 
the fT a n n vpr trade fair. Renter 
reports. 

The company was tackling 
many nf tho prn hlpm areas that 

forced it into a DM20 2m 
($120m) loss in 1988. Much of 
the company’s restructuring 
costs were behind it and this 
would mate a return to profit 
possible this year, he said. 

■ Ahold, the Dutch retailer, 
said Wert German supermar- 
ket group AUkauf had joined a - 
marketing pact liwMng a group 
of European food retailers. The 
Associated Marketing Services 
(AMS) was formed last year 
and is designed to boost mem- 
bers’ purchasing power, Reuter 
reports. 

Allkanf brings the number of 
AMS members to 10. AMS is 60 
per cart owned by Ahold, the 
UK’s Argyll Group and Groupe 
Casino or France. 

■Banque Paribas said consoli- 
dated net profit rose 19 per 
cent in 1989 to FFrl-38bn 
($245m) from FFrLlfibn, helped 
by a ifapii"" in new provisions 
for loan risks, AP-DJ reports. 

Thfi hatilf unit of P mipagnip 

Financiere de Paribas noted 
that its 1989 performance was 
marked by narrower margins 
an loan activity following an 
inversion of the yield curve In 
France. Capital market 
operations was also weaker 
than in previous years, but 
merchant banking and fund 
management grew signifi- 
cantly. 

■ Skanska, the Swedish con- 
struction group, said it agreed 
to acquire Oslo City, one of 
Norway's biggest shopping and 
office complexes, from Seuner- 
Sande for NKrLSSbn ($237m) 

Hlramlm said the acquisition 
of Oslo City, a 80,000 sq m proj- 
ect completed in 1988, required 
the approval of Norwegian 

mittmntiwL 

■ Georg Fischer, the Swiss 
engineering company, has set 
the prices for shares being 
offered as part of a rights issue 
at SFr25Q per registered share 
and SFrL250 per bearer. 


BMW expects to avoid 
lengthy strikes this year 


By Andrew Fisher in Frankfurt 

WEST GERMANY’S motor and 
engineering industries stand a 
good chance of avoiding 
.lengthy strikes this year, 
despite this week’s one-day 
stoppages o ver higher pay and 
shorter hours, Mr Franz 
KQhne, tbe personnel director 
of BMW, the luxury car pro- 
ducer, said yesterday. 

"The chances that we can 
emerge without a strike are big 
- more than 50 per cent,” be 
said. “The negotiating posi- 
tions are not so great that 
there has to be a strike." The 
last big strike in the sector was 
in 3984. when plants were shut 
down for seven weeks. 

IG Metall, the engineering £ 
trade union, has begun a series a 
of warning strikes this week as 
part cf its campaign for an 8.5 1 

per cent pay rise and a cut in n 
toe working week from 37 to 35 e 
hours. BMW’s Munich and Din- c 
golfing plants in Bavaria are v 
due to be hit today. 

Referring to the uncompro- t] 
raising tone of statements by E 
Mr Franz Steinktlhler, the head 1 
of IG Metall, Mr K6hne said: p 
“Tbe drama and outspoken (! 
remar k* are part of toe game." 8 



Eberhard von Kuenheim: sees 
another excellent year 

The union leader has said 
negotiations will fail unless 
employers offer a firm 
co mmitm ent to the 35-hoUT 
week. 

Mr Kohne was speaking at 
the annual press conference of 
BMW, which - as reported on 
Tuesday - raised group net 
profits last year to DM558m 
(2333m), with turnover up by 
8.4 per cent to DM26.5bn. 


Group earnings per share rose 
from DM47 to DM54. Cash flow 
was 10 per cent higher at 
DM2JJbn, with group liquidity 
up IS per cent to DM4Jbn. 

In the first four months of 
1990 group turnover increased 
by 4J2 per cent to DM9-2bn. 
with production up by 5£ per 
cent to 191,750 cars. 

Mr Eberhard von Kuenheim, 
the chief executive, declined to 
mate any forecast for the foil 
year, though he stated that 
1990 would be “another excel- 
lent automobile year.” 

Elaborating on his optimism 
over the outcome of the pay 
and hours talks, Mr Kdhne said 
German workers were unlikely 
to strike over shorter hours, 
especially now that the coun- 
try faced the challenge of 
restructuring the East German 
economy. 

Though opposing toe 35-hour 
week as “the wrong way," he 
said it would be acceptable in 
1993 or later under certain con- 
ditions. 

The main one would be a 
reduction in the gap between 
Germany’s shorter hours and 
the rest of the EC. 


Sales growth at Nestle slackens 


By William DulHbrae in Zurich 


NESTLE, the Swiss foods 
group, should achieve its usual 
internal sales growth and 
maintain or even slightly 
improve Its profit margins in 
1990, Mr Helmut Maucher, 
manag in g director, «»i(t yester- 
day. 

In toe first quarter, however, 
turnover reached SFrlLSbn 
($7.74bn), an advance of only 
2.4 per cent over toe first three 
months erf 1989. No profit fig- 
ures were disclosed. 

Sales grew by 4 per cent In 
volume last year and by 22 per 
cent in Swiss franc terms to 
SFr48bn. Net consolidated 
AflTnh’ig a at SFx2.4bn equalled 5 
per cent of sales. 

The “less than extraordi- 
nary” sales growth in the quar- 
ter was primarily toe result of 
toe strengthening of the franc 
since the start of the year and 
the sharp reduction in the 
price of coffee, Mr Reto Domen- 
iconi, finance director, said. 
Exchange rate differences had 
a negative effect of some 3 per- 


centage points on toe sales fig- 
ure. 

After spending SFr8.6bn on 
acquisitions in 1988, mainly on 
Britain’s Rowntree and Italy's 
Bottom, and SFrlbn last year, 
Nestl& had no plans for farther 
purchases after completing a 
2370m deal for RJR Nabisco’s 
Curtiss Brands chocolate busi- 
ness earlier this year. 

However, Mr Domeniconi 
remar ked, m ultinatio nal com- 
panies' stakes within the foods 
sector had not been finally set- 
tled and Nestle might be “con- 
fronted" with a need to make a 
takeover. 

Despite the board’s decision 
on Monday to pull its proposed 
one-for-20 rights issue and the 
blocking of an issue of reserve 
shares by legal action from a 
small group of shareholders, 
Nesdd’s financial position was 
strong. Group net indebtedness 

- borrowings less liquid assets 

— had been reduced by 
SFr588m to SFr5.2bn by the 
end of 3969 and amounted to 


only 355 per cent of sharehold- 
ers’ foods. 

Mr Domeniconi stressed Nes- 
tle’s intention to continue 
improving the marketability of 
its shares and to pursue toe 
internationalising policy 
started In November 1988 with 
the decision to open the regis- 
tered shares to foreign owner- 
ship. That decision had been 
justified by the 30 per cent 
increase in toe company’s mar- 
ket capitalisation in 1989, well 
ahead of the 18 per cent 
increase in the Swiss stock 
market general index. 

More than half the total Nes* 
tfe stock and 40 per cent of the 
registered shares is now held 
by foreigners. After listing on 
the London Stock Exchange, 
extending the Paris quotation 
to the registered shares and 
successfully launching Ameri- 
can depository receipts on both 
participation certificates and 
registered shares in the US, 
Nestte next alms at securing a 
listing in Tokyo. 
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Lakeland Power Development Company; Lakeland Power Ltd. 
ABB Energy Ventures Inc., ABB Prefect Finance 

proudly announce the financial dosing for the United Kingdom's first 
Independent electrical power station underthe 1989 Electricity Act 


Lakeland Power Project 

£135,000,000 

Non-recourse Project Financing 


Arranger and Agent 

Swiss Bank Corporation 


Provldedby 

Credit Lyonnais 

National Westminster Bank PLC 
Skandinaviska Ensldlda Banken 
Swiss Bank Corporation 
The Industrial Bank of Japan, Limited 
The Toronto-Oominion Bank 



Swiss Bank- 
Corporation 
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11 , 25 %. 

Couponi^ll will be 


at a price Of ECU 285,94 
latent to on Interest of 


nnandri ApM * hfano 
CREOfT LYONNAIS 
LUXEMBOURG 


£150,000,000 
Bristol & West 
BuHding Society 

Floating Rate Notes due 1894 

For the 
May 2. 

the ride 
15%%. 
the rafcn 
1990 wa 
£33911 


ByrltoGtaHR 

imam.* 

May 3, 1990 


PIMA Savings 
and Loan 
Association 
US$100,000,000 

C nlbiw wfan il 

Floating Bate Notes 
due 1998 

In ac cordance with (be (erma of tbe 
Indentwe, notice ic hereby gjrai that 
the Rale of Interest for die period 1st 
May. 1990 to 1st August. 1990 has 
been fixed at 9.12S0 per cent per 
arwHMti- The In terest Amount, as 
defined, of USS2332 win be payabfc 
cola Ararat, 1990. 

Ban&QV deZooM Wedd Unfed 
JjflwnfSBafc 


ALLIANCE "-LEICESTER 

Alliance & Leicester Building Society 


ALLIANCE ■■■ LEICESTER 


Manufacturers 

HANOVER 

This advertisement appears as a matter of record only. 


U.S. $100,000,000 

Multicurrency Revolving Credit Facility 


Arranged by 

Manufacturers Hanover Limited 

Load Managed by 

Manufacturers Hanover Bank Sverige 
Algernons Bank Nederland (Sverige) AB 
Banque Nationals de Paris 
Hambros Bank Limited 
SwedBank 

Westdeutsche Landesbank Girozentrale 

Managed by 

ASLK-CGER Bank 

N.V. De Indonesische Overseas Bank 

(The Indonesia Overseas Bank} 

Postipankki 

Co-Managed by 

BACOB Savings Banks.c. 

BIKUBEN 

Providers of funds 

1BJ Schroder Bank & Trust Company 

BHF-BANK 

Credit Suisse 

PKbanken 

Swiss Bank Corporation 
ASLK-CGER Bank 

Manufacturers Hanover Bank Sverige 

Nordrfinanz BankZurich 
Skandinaviska Ensldlda Banken 
BACOB Savings Bank s.c. 

BIKUBEN 


IBJ Schroder Bank & Trust Company 
BHF-BANK 
Credit Suisse 
PKbanken 
Swiss Bank Corporation 


Banque etCaissed'Epargnedel'Etat, Luxembourg 

Nordfinanz BankZurich 

Skandinaviska Enskilda Banken 

Bank fGr Gemeinwirtschaft AG London Branch 
Banque Indosuez Sverige AB 

Algemene Bank Nederland (Sverige) AB 
Banque Nationals de Paris 
Hamros Bank Limited 
SwedBank 
WestLB International S A 
Banque etCaisse D'Epargnedel'Etat, Luxembourg 
N.V. De Indonesia Overzeese Bank 

(The Indonesia Overseas Bar*) 

Postipankki 
Banque Indosuez Sverige AB 
BankfOr Gemeinwirtschaft AG London Branch 


Agent Sank 


Agent Bank 
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NOTICE OF REDEMPTION 
BY 

THE REGIONAL MUNICIPALITY OF OTTAWA-CARLEtON 

To the Holders of Debentures U.S. $40,000,000 
14%% Debentures due June 15, 1997 
Authorized by By-Law Number 75 of 1982 

Amount Redeemable June 15, 1990 — U.S. $2,622,000 


NOTICE IS HEREBY GIVEN that The 
Debentures bearing the numbers listed 
interest to the redemption date. 


ional Municipality of Ottawa-Carleton will redeem on June 15, 1990 
ow at 100% of the principal amount of each Debenture plus accrued 


U.S .$1,000 COUPON BEARING DEBENTURES 

00005 00011 00016 00049 00062 00069 00089 00111 00112 00114 00136 00153 00156 00173 00178 00207 00213 00217 00267 00279 

00317 00338 00346 00381 00382 00383 00406 00416 00440 00466 00470 00482 00483 00484 00499 00614 00518 00541 00642 00617 

00620 00626 00647 00648 00652 00668 00678 00679 00692 00717 00729 00730 00767 00777 00796 00800 00816 00849 00865 00878 

00886 00924 00926 00958 00979 00987 00998 01021 01089 01098 01148 01163 01173 01174 01186 01188 01196 01226 01245 01247 

01266 01273 01281 01287 01295 01302 01304 01313 01316 01318 01324 01336 01339 01341 01343 01369 01368 01394 01400 01431 

01448 01466 01471 01462 01483 01487 01489 01628 01537 01664 01580 01608 01652 01658 01706 01719 01720 01726 01735 01759 

01761 01775 01791 01799 02803 01812 01846 01852 01857 01863 01889 01895 01904 01919 01922 01924 01936 01938 01962 01956 

01964 01987 01988 01996 02020 02039 02100 02111 02121 02138 02147 02157 02214 02215 02250 02281 02312 02351 02356 02376 

02379 02381 02394 02412 02421 02424 02490 02495 02516 02567 02586 02597 02600 02632 02648 02670 02681 02683 02702 02710 

02711 02716 02736 02741 02774 02807 02832 02857 02859 02912 02961 02967 02976 02986 03038 03043 03045 03049 03074 03081 
03092 03103 03114 03115 03116 03131 03143 03154 03176 03193 03220 03222 03248 03268 03271 03291 03301 03325 03332 03336 
03360 03368 03379 03380 03403 03406 03410 03442 03458 03478 03479 03512 03528 03534 03556 03571 03577 03582 03565 08592 
03610 03632 03642 03649 03668 03690 03731 037S6 03789 03799 03827 03852 03978 03995 03996 04066 04072 04089 04096 04106 
04144 04200 04236 04246 04280 04292 04306 04309 04317 04330 04334 04357 04363 04418 04436 04475 04511 04573 04613 04623 
04634 04662 04673 04690 04711 04731 04787 04800 04808 04812 04825 04826 04837 04842 04846 04801 04905 04920 04930 04941 
04944 04981 04984 04991 04997 05015 05058 05069 05070 05091 05092 05109 06116 05134 05147 05179 05191 05205 05260 05275 
05280 05289 05310 05315 05343 05358 05387 05405 05409 05426 05442 05447 05449 05450 05469 06472 05498 05500 05508 05531 
05546 05553 05573 05602 05623 05629 05637 05639 05647 05652 05659.05663 05672 05699 05728 05729 06749 05766 05757 05766 
05777 05779 05790 05796 05801 05812 05832 05835 05861 05873 05897 05908 05931 05942 06005 06009 06025 06036 06057 06099 
06107 06110 06112 06126 06129 06148 06166 06158 06163 06178 06179 06184 06200 06205 06224 06230 06242 06252 06288 06278 
062S8 06307 06308 06312 06327 06381 06308 06414 06415 06451 06464 06467 06468 06487 06495 06600 06536 06542 06653 06557 
06573 06576 06582 06594 06604 06612 06635 06649 06654 06655 06709 06714 06715 06725 06730 06738 06739 06745 06753 06755 
06757 06780 06785 06805 06818 06824 06826 06850 06874 06879 06884 06888 06889 06894 06897 06919 06930 06933 06962 06970 
06978 06981 06991 06992 06993 06998 07001 07009 07010 07013 07014 07015 07026 07032 07036 07042 07049 07052 07059 07114 
07123 07125 07132 07153 07175 07179 07211 07222 07231 07272 07274 07278 07283 07289 07291 07293 07296 07308 07311 07322 
07327 07330 07345 07375 07383 07411 07417 07422 07423 07445 07460 07462 07463 07479 07499 07518 07524 07534 07539 07546 
07565 07573 07576 07590 07598 07612 07625 07636 07654 07676 07720 07736 07749 07757 07759 07764 07771 07773 07780 07781 
07797 07809 07818 07821 07829 07858 07897 07935 07974 07994 07995 07998 08005 08008 08025 08040 08051 08053 08072 08078 
08123 08137 08170 08177 08182 08183 08225 08263 08280 08304 08348 08368 08376 08381 08390 08392 08398 08423 08429 08447 
08497 08509 08566 08569 08693 08604 08643 08647 08681 08688 08700 08725 08732 08749 08750 08757 08764 08771 08774 08815 
08826 08838 08840 08856 08857 08859 08869 08881 08889 08923 08928 08931 08961 08984 08996 09006 09032 09099 09134 09144 
09156 09181 09189 09190 09194 09198 09217 09220 09244 09266 09265 09274 09277 09300 09342 09358 09362 09402 09442 09467 
09480 09508 09534 09541 09543 09563 09567 09596 09612 09616 09635 09645 09661 09655 09666 09689 09702 09731 09738 09762 
09778 09779 09863 09886 09897 09910 09914 09915 09935 09942 09948 09963 09989 10014 10058 10065 10066 10085 10095, 10112 
10150 10214 10223 10224 10226 10237 10241 10258 10260 10284 10268 10293 10316 10328 10333 10360 10374 10402 10414 10417 
10503 10517 10532 10538 10539 10562 10578 10597 10598 10599 10601 10606 10611 10613 10661 10681 10694 10698 10710 10712 
10740 10748 10758 10796 10810 10839 10848 10859 10865 10866 10900 10922 10968 10977 10981 10991 11004 11074 11092 11102 

11106 11124 11132 11134 11148 11162 11170 11186 11196 11201 11221 11233 11244 11251 11252 11270 11303 11313 11384 11410 

11417 11422 11465 11510 11536 11556 11666 11669 11580 11581 11590 11593 11599 11607 11631 11654 11669 11717 11723 11734 

11753 11778 11797 11801 11816 11819 11835 11936 11937 11967 11982 11983 11998 12004 12010 12020 12026 12043 12135 12148 

12149 12162 12166 12189 12198 12200 12217 12339 12344 12352 12368 12876 12410 12424 12442 12448 12449 12451 12460 12468 

12476 12529 12554 12575 12577 12586 12591 12619 12622 12645 12654 12665 12681 12697 12698 12702 12714 12738 12742 12745 

12753 12780 12783 12793 12825 12841 12860 12935 12938 12968 12998 13012 13020 13036 13058 13072 13076 13087 13099 13117 

13123 13128 13166 13186 13216 13234 13254 13259 13277 13287 13815 13323 13330 13345 13361 13374 13375 13407 13413 13423 

13449 13452 13471 13473 13476 13482 13488 13506 13607 13644 13555 13562 13634 13636 13641 13649 13686 13697 13701 13727 

13752 13756 13758 13786 13797 13829 13834 13872 13879 13898 13918 13950 13972 13974 13985 13987 14006 14023 14068 14108 

14134 14144 14149 14167 14184 14191 14209 14210 14213 14245 14246 14268 14269 14279 14285 14286 14344 14396 14401 14409 

14419 14441 14443 14452 14458 14505 14518 14526 14529 14530 14659 14671 14572 14606 14612 14619 14659 14680 14688 14717 

14720 14736 14765 14765 14794 14799 14855 14859 14860 14860 14871 14890 14904 14907 14962 14973 14874 14990 14995 15035 

15072 15075 15077 15088 15104 15106 15109 15138 15154 15167 15176 15210 15216 16231 15244 15275 15283 15288 15293 15299 

16310 15365 15368 15410 15413 15442 15447 15466 15508 15519 15525 15634 15536 15559 15590 16609 15611 15624 15661 15664 

15710 15722 15724 15729 15742 15745 15754 15759 15765 15783 15810 15835 15838 15858 15858 16864 15866 15869 15878 16903 

15909 15933 15936 15947 15948 15955 15956 16S67 16968 15976 15988 16008 16019 16021 16026 16030 16050 16058 16070 16107 

16114 16139 16168 16198 16202 16217 16228 16232 16234 16242 16252 16257 16285 16303 16326 16366 16377 16378 16381 16395 

16432 16447 16448 16460 16475 16476 16483 16484 16489 16542 16645 16585 16647 16648 16654 16655 16661 16691 16700 16713 

16714 16718 16723 16728 16729 16733 16745 16755 16791 16823 16832 16837 16839 16896 16900 16906 16911 16921 16924 16954 

16982 16983 17043 17068 17134 17154 17162 17194 17197 17207 17212 17228 17236 17238 17288 17315 17327 17829 17340 17355 

17370 17399 17436 17443 17456 17487 17496 17513 17547 17582 17592 17615 17626 17629 17630 17656 17671 17686 17700 17708 

17754 17790 17839 17858 17865 17889 17912 17938 17967 17990 18000 18004 18008 18032 18048 18049 18071 18087 18182 18186 

18193 18207 18251 18253 18259 18265 18277 18290 18324 18326 18342 18377 18388 18396 18421 18429 1B448 18491 18604 18525 
18540 18582 18587 18610 18611 18615 18623 18628 18636 18647 18649 18662 18664 18675 18683 18733 18752 18754 18803 18843 

18877 18879 18881 18891 18926 18932 18935 18954 18970 18973 18995 18997 18998 19042 19081 19083 19100 19102 19138 19164 

19170 19181 19182 19183 19188 19190 19196 19236 19237 19247 19251 19262 19275 19312 19315 19317 19829 19332 19339 19347 

19381 19386 19390 19395 19401 19402 13407 19430 19467.19478 19483 19489 19493 19496 19526 19629 19533 19543 19549 19661 

19560 19648 19650 19653 19665 19687 19712 19722 19724 19730 19732 19733 19735 19759 19768 19782 19790 19816 19835 19843 
19848 19854 19869 19881 19891 19899 19912 19924 19931 19937 19955 19961 19978 19984 19991 19992 19995 19997 20021 20022 
20024 20036 20050 20063 20094 20099 20132 20134 20150 20152 20156 20160 20173 20216 20231 20238 20277 20287 20314 20324 
20342 20346 20365 20395 20436 20463 20469 20470 20497 20501 20536 20552 20565 20586 20695 20600 20615 20634 20645 20695 
20706 20711 20734 20748 20772 20801 20808 20819 20835 20858 20869 20875 20888 20914 20935 20941 20978 21015 21027 21051 
21057 21079 21085 21135 21180 21191 21217 21263 21262 21270 21276 21321 21327 21332 21342 21366 21376 21392 21394 21412 
21425 21427 21431 21435 21436 21437 21441 21469 21490 21492 21533 21541 21651 21564 21573 21596 21618 21629 21630 21632 
21634 21642 21647 21651 21661 21694 21696 21734 21748 21761 21821 21843 21862 21871 21883 21888 21920 21921 21960 21977 
21980 21987 22020 22034 22071 22089 22122 22125 22141 22168 22170 22196 22213 22216 22221 22257 22278 22284 22285 22291 
22295 22309 22311 22335 22342 22354 22365 22371 22434 22449 22462 22469 22463 22466 22472 22475 22482 22486 22494 22498 
22514 22632 22541 22646 22547 22554 22585 22593 22598 22601 22602 22618 22621 22623 22628 22666 22678 22688 22734 22768 
22803 22818 22826 22854 22869 22925 22939 22945 22958 22977 22978 22992 23009 23013 23028 23069 23102 23108 23121 23201 
23211 23220 23282 23316 23327 23336 23361 23352 23366 23376 23406 23413 23416 23425 23426 23464 23470 23481 23489 23600 
23516 23538 23643 23560 23666 23570 23586 23610 23611 23625 23665 23669 23670 23710 23754 23765 23766 23798 23811 23841 
23842 23849 23850 23859 23872 23885 23891 23901 23911 23927 23929 23935 23949 23950 23966 23992 24021 24026 24060 24067 
24071 24080 24119 24125 24127 24146 24174 24161 24188 24194 24197 24207 24210 24237 24245 24269 24287 24303 24315 24322 
24329 24350 24362 24369 24373 24400 24432 24436 24446 24467 24472 24485 24489 24496 24499 24501 24518 24527 24556 24565 
24571 24573 24694 24606 24616 24619 24627 24633 24641 24674 24693 24701 24718 24725 24749 24757 24812 24831 24853 24869 
24879 24903 24930 24931 24946 24963 24974 25005 26011 25036 25049 26064 25068 25093 25095 26113 26117 26143 25188 25206 
25221 25243 25252 25255 25265 25298 25301 26330 25335 26340 25342 26353 25389 26441 25490 25494 25496 25518 25525 25629 
25535 25561 25562 26593 25617 26633 25634 25638 26645 25648 26656 25680 25682 26721 25722 25730 25742 26753 25761 25770 
26793 25861 25662 25868 25881 25888 25936 25964 25979 25990 26006 26025 26028 26034 26045 26059 26062 26068 26074 26088 
26108 26132 26139 26161 26170 26201 26207 26209 26215 26222 26226 26265 26266 26274 26280 26303 26316 26319 26337 26358 
26368 26371 26373 26442 26446 26454 26467 26475 26496 26497 26502 26512 26534 26550 26563 28575 26676 26686 26606 26623 
26628 26649 26659 26710 26724 26728 26754 26761 26775 26776 26793 26812 26813 26815 26821 26832 26844 26855 26864 26870 
26898 26899 26921 26946 26952 27013 27019 27031 27032 27043 27073 27078 27103 27113 27120 27133 27135 27169 27173 27205 
27212 27224 27228 27244 27268 27284 27305 27306 27332 27351 27353 27368 27386 27367 27369 27370 27377 27437 27470 27474 
27486 27494 27502 27508 27518 27520 27621 27561 27661 27667 27669 27682 27683 27640 27643 27646 27656 27659 27666 27676 
27680 27707 27710 27733 27743 27755 27778 27789 27807 27825 27827 27828 27832 27838 27855 27860 27893 27898 27899 27900 
27904 27936 27941 27956 27966 27972 27995 28058 28059 28074 28101 28104 28118 28134 28146 28156 28160 28162 28164 28Z65 
28173 28185 2S219 28230 28236 28238 28243 28267 28262 28267 28302 28313 28317 28348 28371 28374 28381 28393 28427 28430 
28482 28624 28532 28566 28693 28595 28598 28614 28663 28672 28695 28708 28712 28718 28736 28746 28761 28791 28794 28813 
28815 26823 28840 28854 28866 28858 28867 28877 28887 28905 28913 28923 28960 28955 28961 29015 29019 29023 29071 29081 
29122 29161 29167 29169 29232 29243 29295 29307 29344 29360 29361 29379 29407 29446 2S459 29478 29484 29504 29526 29539 
29554 29570 29582 29583 29647 29S59 29672 29678 29688 29703 29719 29743 29770 29790 29836 29845 29664 29877 29878 29885 

29894 29897 29905 29928 29957 29971 29978 29988 29989 30018 30064 30069 30069 30070 30096 30137 30146 30148 30166 30169 

30174 30196 30224 30244 30254 30255 30281 30285 30286 30296 30331 30387 30392 30435 30454 30463 30501 30510 30528 30550 

305S9 30590 30644 30649 30654 30656 30677 30706 30716 30724 30731 30738 30748 30753 30772 30806 30817 30857 30865 30897 

30912 30922 30928 30944 30957 30961 31024 31025 31047 31059 31095 31115 31123 31132' 31138 31150 31175 31181 31189 31190 

31197 31003 31249 31250 31259 31275 31280 31283 31299 31308 31312 31338 31848 31390 31416 31426 31431 31465 31474 31511 

31540 31573 31582 31593 31598 31602 31605 31625 31629 31634 31643 31670 31687 31732 31745 31749 31771 31776 31800 31812 

31824 31831 31850 31854 31856 31862 31875 31879 31881 31912 31919 31943 31957 31998 32006 32018 32027 32041 32063 32095 

32103 32141 32165 32156 32166 32177 32179 32217 32234 32239 32261 32278 32295 32300 32311 32321 32354 32392 32399 32459 

32468 32480 32499 32514 32634 32536 32537 32572 32579 32613 32618 32646 32650 32709 32746 32749 32769 32777 32789 32815 

32850 32860 32865 32883 32897 32911 32924 32943 32962 32986 33034 33041 33045 33046 33049 33063 33076 33078 33081 33087 

33110 33131 33136 33146 33161 33177 33196 33207 33227 33232 33262 33269 33283 33287 33298 33322 33326 33343 33349 33354 

33372 33384 33388 33392 33401 33438 33466 33504 33505 33509 33524 33526 33531 33536 33644 33579 33581 33585 33592 33610 

33617 33638 33639 33657 33700 33714 33733 33760 33766 33768 33771 33774 33798 33822 33S43 33865 33877 33884 33919 33926 

33929 33959 3S965 33968 33980 33987 33996 34003 34016 34027 34032 34090 34095 34109 34111 34134 34164 34179 34191 34199 

34214 34217 34234 34261 34263 34270 34297 34328 34387 34405 34425 34433 34446 34449 34453 34493 34500 34616 34518 34526 

34545 34566 34596 34598 34599 34658 34678 34679 34681 34713 34715 34725 34744 34747 34751 34763 34758 34768 34783 34785 

34793 34809 34311 34321 34372 34888 34913 34935 34943 34965 34993 34995 35029 35035 36044 35058 35060 35061 35076 35077 

35094 35098 35099 35100 35121 35137 35214 36220 35261 35268 35271 35284 35289 35306 35317 35325 35333 35336 35344 35348 

35396 35411 35414 35425 35436 36445 35473 35475 35490 35616 35628 3654Z 3S677 35579 35616 35620 35622 35636 35639 35657 

35710 35714 35724 35729 35753 35759 35774 35803 35807 35808 35819 35841 35846 36859 35869 35883 35908 35920 35955 35962 

35967 36007 36012 36014 36030 36031 36034 36035 36044 36045 36058 36062 36076 36095 36106 36115 36121 36136 36156 36167 

36160 36186 36202 36215 36231 36233 36242 36260 36273 36281 36289 36365 36403 36444 36460 36484 36508 36535 36549 36565 

36567 36580 36593 36635 36695 36722 36744 36762 36764 36783 36795 36818 36860 368S1 36882 36904 26839 36961 36968 36976 

36990 37016 37022 37028 37033 37046 37071 37106 37163 37182 37198 37244 37258 37272 37277 37291 37326 37346 37388 37413 

37438 37446 37484 37503 37507 37528 37529 37638 37547 37S96 37599 37616 37657 37666 37695 37720 37735 37782 37834 37868 

37863 37876 37881 37886 37889 37904 37921 37940 37948 37962 37964 37980 37989 38016 38037 38074 38083 38086 38104 38149 

38161 38179 38191 38198 38207 38260 38256 38272 38293 38303 38311 38316 38337 38339 38360 38366 38369 38409 38420 38426 

38455 38477 38494 38514 38541 38545 38563 38564 38612 38655 38674 38679 38692 38705 38717 38770 38771 38783 38784 38834 

38836 38850 38862 38872 38884 38899 38909 38910 3691Z 38942 38965 38971 38978 38986 38994 38996 38999 39003 39020 39104 

39120 39133 39173 39184 39187 39207 39216 39217 39219 39235 39264 3926S 39275 39276 39284 39288 39308 39324 39328 39338 

39360 39373 39388 39419 39433 39471 39506 39510 39519 3S534 39645 3864 6 39566 39586 39591 39593 39605 39626 39646 39666 

39680 39687 39690 39701 39702 39703 39715 39726 39764 39768 39773 39790 39791 39794 39807 39828 39842 39866 39694 39938 

39944 40003 

The above Debentures will be paid upon surrender of the Debentures, accompanied by all interest coupons appertaining 1 
thereto maturing after June 15, 1990, at The T fonk of Nova Scotia Trust Company of New York, New York City, N.Y., U.S.A., 
or at the option of the holder, at the main office of The Bank of Nova Scotia. 33 Finsbury Square, London, England, EC2A IBB, 
the Kredietbank SJL Luxembourgeoise in Luxembourg or the Morgan Guaranty Trust Company of New York in Brussels, 
Belgium- 

The interest coupons maturing on June 15, 1990 should be detached from the Debentures and cashed before presentation. If 
such Debentures are presented for payment without all interest coupons appertaining thereto which mature after June 15, 
1990, the amount of the missing un matured coupons will be deducted from the principal amount due for payment. All interest 
on the Debentures so redeemed shall cease to accrue from and after June 15, 1990. 

The following Debentures previously redeemed on June 15, 1989 have not been presented for payment. 


09924 

27368 

27874 


09931 

27391 

28186 


21525 

27590 

30292 


Dated this 3rd day of May 1990. 


22420 24643 24649 24653 24654 
27595 27611 27861 27864 27873 
34798 35464 35617 35633 

J.C. LeBelle, Treasurer 


FINANCIAL TIMES THURSDAY MAYM990 

INTERNATIONAL COMPANIES AND FINANCE 

Golden opportunities in decline 

Philip Gawith finds prospects gloomy for South Africa s gold mines 

— - ttkt lower volumes but hbdm 


T he 1980s was a poor 
period for the South 
African gold Industry, 
which went from being the 
world's lowest cost producer to 
the highest. The Industry's 
share of non-communist world 
production declined from. 70 to 
40 per cent 

If the latest March quarterly 
results are anything to go by, 
this decade promises little bet- 
ter. With gold produced, ore 
nulled and yield all down on 
the previous period, indica- 
tions are that the secular 
decline in profitability Is grow- 
ing worse. 

IronicaHy, the average land 
gold price during the quarter 
of RIJM7 (339S) an ounce was 
the second highest ever 
recorded. This helped total rev- 
enue in the period increase by 
6 per cent over last year’s fig- 
ure to R4.72bn. 

The rub lies in the fact that 
costs increased by 12 per cent 
in the same period. Indeed, 
according to Simpson Mdrie, 
the stockbroking firm, the 
industry's profit margin after 
capital expenditure is down to 
an all-time low of below 15 per 
cent after peaking at nearly 70 
per cent in 1979. 

Mr Kennedy Maxwell, presi- 
dent of the Chamber of Mines, 
recently calculated that by 
July this year 15 of the cham- 
ber’s 31 mines would have pro- 
duction costs in excess of the 
predicted gold price for the 
year of R33.400 per kilogram. 
With the- price currently closer 
to R32JXX)/kg, the picture Is 
h ggnmtwg worse. 

The mediocre quarterly 
results have led to a re-rating 
of gold shares, especially those 
of marginal mines, on the 
Johannesburg Stock Exchange 
(S- TheJSE aR^cM index 
has declined by 7 per cent 
since the first quarteriies were 
announced. As Ur Rodney 
Yaldwyn of Simpson Mckie 
observed: "You can’t have 
interest rates at 20 per cent 
and average yield of gold 
shares in file region of 4 per 
cent.” 

The discrepancy is a mea- 
sure of how much faith local 
investors have been placing in 
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Troubled relations: worker militancy is on the increase 


a recovery of the gold price. 
Shares were discounting a gold 
price in the region of $500 
before it started its precipitate 
Hnriinp after reaching a high of 
9423.75 on February 7. But 
given the poor fundamentals 
the market is still, by its own 
standards, exp e ns i ve. 

After price, local mines* sec- 
ond line of defence an the reve- 
nue is a depreciation tn 

the rand. But the rand has 
only lost 3 per cent against the 
dollar in the last year - com- 
pared with 16 per cent in the 
previous 12 months - and the 
Reserve Rank says it believes 
the current exchange rate is 
approximately correct 

On the cost side, the mines' 
main headache, also one which 
they can do little about, is the 
country's high level of infla- 
tion, which persists at about 14 
per cent per annum. Within 
the mining houses* control are 
really only three main vari- 
ables: tonnage, grade and 
working costs. It is permuta- 
tions chosen here which deter- 
mine profitability. 

Historically, when profits 
have been squeezed mines 


■ group which best 
?lmes this, although 
are similarities in all the 


have tried to mill more ore in 
an effort to reduce unit costs. 
This, however. Is no longer an 
option for many operations 
since the grades are simply npt 
there. Hence the strategy of 

mining only M ghar 

stopes (mine frees) is 

tm-raariiig l y pursued. 

G engold, the gold arm of 
Gencor, is probably (he 
group which best 

exempt 
there are 
groups* strategies when it 

COmeS tO marginal mlnpR 

Necessity, in the form of a 
number of marginal mlPBI In 
the group, and good manage- 
ment baa tlumi in gi siting that, 
thalr mlnaw tnalw g profit. 

They have also avoided 
incurring debt in order to keep 
a mine functional. Rand Mines’ 
ERPM, by contrast, is said to 
be up to RMOm in debt and has 
still not been closed. 
Retrenchment has been nne 
of tfik strategy — Gen- 
shed approximately 17,000 
jobs in fiie 15 months to the 
end of last year. They have 
also pursued a st rategy of min- 


ing lower volumes but higher 
grades. An example Is Gro- 
otvlei, where production has 
been cut to about 65,000 tons 
per month, from 100 . tom/ 
pinyrih in the December 1988 
quarter, and yield las 
improved to 380 grams/tan In 
the March quarter compared 
with an average of 3J1 grams/ 
ton in 1987. 

Gengold’s 12 mines increased 
gold yield by an average 13 per 
cent in the quarter against an 
industry average of a 2 per 
cent decline. 

This policy has attracted 
criticism in some quartern for 
its short-term outlook. This 
counts for little when the alter- 
native is closure. As one ana- 
lyst commented: "It is not a 
long-term strategy, but it is a 
strategy to stay in business." 

Perhaps the most significant 
wildcard on the operational 
side is industrial relations. The 
freeing up of the political pro- 
cess seems to have fuelled 
worker militancy, an unhappy 
prospect for mines s eeking to 
enhance productivity. 

The increasing incidence of 
Illegal industrial action by 
black miners during the March 
quarto: will have been worry- 
ing for managers. The consen- 
sus is that tbis has mate to do 
with politics then conditions of 
employment — mmH comfort 
given that it means managers 
cannot address the grievances. 

Controlling costs will not be 
helped either by the upcoming 
armimi wage negotiations. last 
week the National Union of 
Mmcworkers, which rep re s ent s 
black miners, announced it 
would be seeking an average 
increase of 35 per cent 

With the outlook on fimdar 
mentals gloomy, analysts are 
Tjredictme that 1990 could see 
the first mine closure. Such 
decisions are not easily made. 
Marginal min es are highly 
geared to the gold price and no 
management wants to dose a 
mine which could make a 
healthy profit with a turn- 
around in the price. 

The industry la left hoping, 
then, that a price windfrU wul 
rescue it from its current 


PNG mining group up by 17% 


By Kevmefii Gooding, Mining Correspondent 


OK TEDI Mining , the copper 
and gold group which is a 
major co n tributor to the econ- 
omy of Papua New Guinea, 
yesterday reported that net 
profits last year rose by nearly 
17 per cent, from 20.7m kina 
(about US$21m) to 2A2m kina. 

Mr Richard Garter, manag- 
ing director, said the result 
reflected high production in 
the second half of 1989 after a 
failure of part of the mine’s ore 
delivery system in the first six 
months. Ok Tedi reported a 
first-half loss of 8.1m kina. 

Ok Tedi is 30 per cent owned 
and managed by Broken Hill 
Proprietary of Australia. 


Amoco, the US group, also 
owns 30 per cent and the 
Papua New Guinea Govern- 
ment has 20 per cent Three 
West German organisations 
are also substantial sharehold- 
ers. 

During 1989 Ok Tedi, one of 
file world's biggest copper-gold 
mines, produced 135^0B tonnes 
of copper, up from 52,677 
tonnes the previous year, and 
510,867 troy ounces of gold 
(381,365 ounces). 

Revenue rose nearly 39 per 
cent from 331.5m kina to 
460 -An Una. Operating profits 
after tax were up by mare than 
35 per cent, from 20.7m kina to 


28m kina, but were reduced by 
an extraordinary loss of 3.7m 
kina related to fin settlement 
of insurance wanna, profits m 
1988 were reduced by nearly 
one quarter, mainly because of 
industrial disruption. 

As usual, no dividend is 
-being paid. 

Ok Tedi, located atop Mt 
Fubilan, 6,000 ft up on the 
Indonesian border, started 
operating in 1984. Last October 
it won long-awaited approval 
from the PNG Government to 
discharge waste sediments and 
residues into the Fly River sys- 
tem, a decision which contin- 
ues to cause co ntroversy . 


Receiver appointed at TY3 


By Terry Hall in Wellington ' 

TVS, New Zealand’s 
privately-owned television 
channel, was yesterday placed 
in receivership following 
protracted delays in securing a 
refinancing p ac k ag e. 

Shares in the publicly-listed 
channel promptly fell to 10 
cents. They were issued in 
December at $2£0, but have 
been trading at 60 cents over 
the last six weeks. During this 
period the company's bankers, 
directors, execu ti ves and prin- 
cipal overseas shareholder. 
National Broadcasting Corpo- 
ration of the US, which Is 
owned by General Electric, 
have discussed a rescue pack- 


age Involving new equity part- 
ners. 

‘ TVS was supposed to 
announce details of its new fin- 
ancing package on March 22. 
This was reported to include a 
capital injection of NZ312m 
(US$6.7m). A reported stumb- 
ling block was the Insistence eg 
iflariing shareholders that new 
New Zealand-based executives 
be appointed. 

Westpac Banking Corpora- 
tion, TV3’s banker, apparently 
frustrated by the delays, with- 
drew its banking facilities 
directors then asked Westpac 
to appoint a receiver. 

The fledgling channel has 


fought a bruising five-month 
on-air battle with the two 
state-owned channels, TV1 and 
TV2. The two established chan- 
nels forced TV3 to spend mil- 
lions on promotion as they bat- 
tled to hold market share. 
Audience ratings show TVS 
has 17 per cent of the market. 

TVS’s struggled to win 
advertising in a recessionary 
environment and was com- 
pelled to slash staff numbers. 
NBC, which is limited to a 15 
per cent shareholding but is 
said to be seeking gover nm ent 
approval to buy more, recently 
appointed on of its Los Angeles 
executives to the station. 


NEWS IN BRIEF 


■ NATIONAL Bank of Abu 
Dhabi, the largest bank in the 
United Arab Emirates, yester- 
day reported a 24 pa* emit rise 
in net profits to 107.3m dir- 
hams (630m) for 1989 from 
866m dirhams the year before, 
AP-DJ reports from Manama. 

The gain was struck after an 
8 per cent rise In provisions 
against doubtftil loans from 
98£m dirhams to 106frn dir- 
hams. 

■ ALL NIPPON Airways 
(ANA) of Japan announced 

it increased its hold- 
in Austrian Airlines to 9 
per cent from 3.5 per cent, 
AP-DJ reports from Tokyo. 

ANA - which bought 77,000 
shares In May 1989 - took up 
an additional 157,000 shares fix: 
about USf65m out of a total of 
400,000 new shares offered yes- 
terday as part of the Austrian 
Government's privatisation. 

■ KECK SENG (Malaysia), the 
rubber and oil palm plantation 
operator, yesterday announced 
a 5 per cent rise in pre-tax prof- 
its to M|28Jgm (USf9.3rn) from 
M$25.15m for 1969, AP-DJ 
reports front Lumpur. 

Revenue rose 12 per cent to 
M$295J*m from M$282.75m. 

■ MAYNE Nickless, an Austra- 
lian transportation and secu- 
rity company, said yesterday it 
had acquired 70 per cent of P. 
van der Hefjden En zonen 
(Veghel), a Dutch food and fro- 
zen products transportation 
group, AP-DJ reports from 
Melbourne. 


NORTHERN ROCK 

! BUILDING SOCIETY I 

£ 100 , 000,000 
Floating Rate Notes due 1992 

In accordance with the provisions of the Notes, notice is 
hereby given that the Rate of Interest for the three month 
period ending 30th July, 1990 has been fixed at 
15.4375% per annum. The interest accruing for such three 
month period will be £192.44 per £5,000 Bearer Note, and 
£1924.40 per £50,000 Bearer Note, on 30th July, 1990 
against presentation of Coupon No. 4. 



30th April, 1990 


London Branch 
Agent Bank 


NOTICE TO SHAREHOLDERS 
HYPO FOREIGN & COLONIAL PORTFOLIOS 
FUND, SICAV 

The name of Foreign & Colonial Portfolios Fund ms dunged to Hypo 
Foreign A Colonial Portfolios Fond by a resolution passed ax the 
General Meeting of shareholder! held on February 15th, 1990. 


The bearer share certificates will he 
name at the offices of the Registrar, 


to record the change of 
Gfe&sfe du Luxembourg. 

The Board of Directors. 


MARCH 1BS0 


nedar bergene ajs 

A 6 U 8 ffl 01 AnYOF 

NORA INDUSTRIER AJS 

HAS ACQUIRED iook OF 

NEEDLERSPLC 

a SUBSIDIARY OF 

HILLSDOWN HOLDINGS pic 
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Morgan Stanley 

Recent European M& A Transactions 



Grand Metropolitan PLC 
a a q sl wd 

The Pttlabury Company 
$5,773,196,000 

Bmurflt International B.V. 
W«hiT «* Jcftaiao Sraorfit Gram pfc) 

ud 

The Morgan Stanley Leveraged 
Equity Pmad II, LP. 

acquired 

Jefferson Smorfft Corporation and 
Container Corporation of America 
$3^50,000,000 

ASP A Group PLC 

■M|UUfd 

61 Stores of 


McGraw-Hill, Inc.* 
as) 

Macmillan, Inc. 
of Maxwell Communication 
Corporation pic 

Tsstt&sestsm* 

pidtlidiingand ladlin biaiiiumi 

MacmiQan/MeGraw-HDl School 
Publishing Company 
The Morgan Stanley Lever a ged 
Equity Fond II, LP. 


A consortium led by Fitxwflton Public 

Limited Com pany 

ham acquired through a jotallr owned company 
Waterford Wedgwood PLC 
Prentice HaH Information Serviece 
and Prantfce Hafl fafbrmstionNetwerk” 


(wbridfau of hiawlw PLQ 

$1413.000.000 

MB Group PLC 

Caradon pie 

$S624S1£4)00 

The Steak & Ala and 
Banniganh Bestanrands of 
The POlsbury Company 
aubddlaryo#Craad MntmimBTin ftQ 

acquired by 

Investor Group led by Citicorp Capital 
Investors Ltd. and Management 
$484,000,000 • 

MR Group PLC . 

American BankStationery Company 


Macmillan, Inc. 
of Maxwell Communication 
Corpo r ation pie 
IheJaeobh Bakery limited 
ofBJB.Nabisen.Ine.* 

(MtwHwlhrKsMmnltt— kBotnttsAOsJ 
a c q uire d to 

BSN 

Smiths Crisps limited 
ef RJR Nabisco, Ine.* 
(MMlidtgrbUkinKiMhblivMCt) 

acquired far 

BSN 

Walken Crisps Hokfingt Limited 
of RJR Nabtseo, Ine." 
tonnWlirlMltaivInnhM««AOM 
a c quire d In 

BSN 


Istitnto Baneario Ifafiano SjkA.* 

nrtnnic nf in lirnirmr hrH hr 
Casaa dl ni^wwi* deBe 
P rov tn cJe Lom b ardo 
far a minarto position in 

Banco Jover SA 

|nhsMIa ty nf Ba tnw Sa ti tn fifly ) 

Saiwa S-P.A- 
of BJR Nabisco, Ine.* 

(eaataOed far KnUbnr* Kravio Bafaerta* CaJ 

acquired far 

BSN 

SACJL&pA* 

with 

James Riser International 

Holdings, Ltd. 

and 

Nokia Corporation 
have bread a joist warns of certain 
time paper and ralalad aqaratanua 
-iu 

J/Mont-Nolda 

Santa Rosa iri* 

fentoldlmy of Job. A. Bonddaer GmbH) 

acquired tqr 

CPC Italia S.pA 
(m b wfiu T af CPC International) 

“21* Brands. DmtiRerie 
Rfanite dl Liqaori S-pA and 
Mount Gay Distilleries ltd. 
of McKesson Corporation* 
a c quire d to 

Betny A Amides SA 


The Swedish Match Consumer 

Products Operations 

of Stora Kopparbergs Ber&lags AB 

wxjiurad by 

A Scandinavian led Investor Group 
$630,000,000 

Amer Group Ltd. 

acquired 

Wilson Sporting Goods Co. 
$200,0004)00 

ABB Eiectric Ine. 

padutdlacy uf tea Brown Baauri lacj 
a cq uire d by 

MagneTfefa, Ine. 

$54,0004)00 

Tbe Chapman Cbemleal Company * 
OubddiarT nf Nabd Indaalriaa Sweden AB) 
a c quire d he 
Fermenta AB 

Kenogard AB* 

(aMtSurol Ncbdliuhafa-fca Simian AB) 
acquired tv 

Rhone- Poulenc SA 

L-Tkc Company* 
acquired by 
ESABAB 


Servieea* 

tdhrWaa uf Sydor System. lacj 
acquired by 

Skandia International 


$S004HX),000 , . 

BumM e Be e Seafoods Ine. 
of The FHMnuy Company 
Wid i ll ai j rf Grand McO rupn W u u FtO 
acquired by 

Uni Group Ine. 

$2684XKM)00 

Independent IHevislan Publications 
trewi ln'fta I n dc p —d—t Ulc i M au 

acquire d fay 

Reed International PJLC. 

$2364»0,000 

Omnieotn Group Ine. 
acquired 

Boase Mamhai PaDitt PLC 
$202,0004)00 

Uoyds Bank USA 
CmbaUary nf Uayda Bank PLC) 
required by 

The Dstiwa Bank. Ltd. 

$2004)00,000 



Maidi A McLennan 
Companies, Ine.* 
acquisition nfu majority Intercat is 
Gradmann A Holler 

WstdenlsdieLendesbeinkfSriiBentrsle* 

req u ired 

Selected European Operations 
of Standard Chartered PLC 

IfatdmtselwInndiwhnAGiwMdrale* 

nod 

Standard Chartered PLC 

p cmlia s J o inl re u c ni w tse Konquanaiia i d icii l 
fannlUnc and corporate finance artMHca 


■frIRSs* . vga -• •X*,7r r 

►jy-x • . - • : » 


In Ifaja. Antiea Erborfaterla and 
certain anelsef the European Personal 
Care Division of 
The Gffletto Company 
required hr 

Nobel Consumer Goods AJR. 

(mhaidiaxy of Hotel tadwtrtra AJU 

$187,000,000 

Intermcdtoe Orgi nicM BA* 
{antedate «f JnmnrU Owndal 


required fay 

Bafrep 

(affiliate of Snufi &A) 
$2104)00.000 

Central Bank and 
CB Insurance Agency Ine. 


pandfna acqnactioa to 
Bank of the West 
of Banque Nationale de Paris 
$544)004)00 

Mystic Color Lab, Ine.* 

{•nhaUbry of GraBer Inearpemfed) 
nnsuredto 

Fotolabo Club S A, 

BtscnRs BeUn 8A. 
ofRJB Nabisco, Ine.* 

teantrefladby KnMbargltradsgeboTte* Oa> 

required by 

BSN 

Bocifite P ar M e n ne de 
Booseons Caz e ns M SA* 

(suteidlary of Pared UeaniaA) 

acquired to 

The Coca-Cola Company 



Amthlandlifp rnmuwwf!im[qiiy 
tre M i Har yof American S nub lucj 

acquired to 

Georgia U.S. Corporation 
of Na d o n ale-Nederlanden N.V. 
$4404)00,000 

Minnetonka Corporation 
acquired to 

Unikver N.V. and Unilever PLC 

$375^58.000 

Akzo N.V. 
acquired 

Reliance Univenal Inc. 

Ibu b a fana ty at Trier Cnq inra tlwO 

$275,000,000 

Bahn nainr -lktterade N.V. 

Robert Horne Group pic 
$2514)00,000 

The Soft Theue Operations 
of BOlomann-Tetterode N.T. 
aequiradto 

James River Corporation 

$96,0004)00 

The Medieal Divinon and 
Fragranee Marketing Group 
of Minnetonka Corporation 
tudredbry anMkwKV.am Uufecre-PLQ 
acquired by 

H aim nra International iir- 

$66^0a000 

N.V.AMEV* 

pwd^ragacraf ita retire opreatirea 

Groupe AG 

ArbedSJL 

and 

Ftzrukawa Electric Co-, Ltd.* 
a c quired 

The International Businesses of 
Yates Industries, Inc. 

(ni lwail a T y cf Square D Coc npiny) 

Evyan Perfumes* 
acquired by 

Cheaebrough-POntfb Inc. 
cf The Unilever Group 

M o nu m en tal lUb Insurance 
Company” 

(autoUlaty af Acaaa H.VJ 
a c q ui re d 

The Home Services Division of 
Washington National Insurance 
Company 

NKF Holding MV.* 
aequWtSoa of aSlb fadontby 
Nokia Corporation 

OmniChem aa.* 

(cutoUBary at Cedutat aaj 
acquired by 

Ajinomoto Co, Ine. 




So ci e t y Na tional e Elf Aquitaine 
acquired 

Panuwalt Corpontton 

$1^41,000.000 

The Bootik Dhnwm of 

The Blaek A Decker Corpo r a ti on 

acquired to 

ORKEMSLA. 

$3454)004100 

Moira Aerospace, Inc. 
acquired 

The Space and Defense Electronics 
Businesses of Fairchild Industries, Inc. 
butokflaty cf Burner lndrefrica. lacj 
$245.00a000 

Parfums Stern 


The Ophthalmic Surgical Products 
Bosinem of The Cooper 
Companies, Ine. 
acquired to 

Alctm laboratories, Inc. 
of Nestle SA 
$325,0004)00 

LaBalmse* 

acquired 

Proridance Washington Insurance 

Group 
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Michelin Corporation 


an affiliated company of 


Compagnie Financiere Michelin 


has acquired 


The Uniroyal Goodrich Tire Company 


The undersigned jointly initiated this transaction, acted 
as financial advisors to Michelin Corporation 
and assisted in the negotiations. 


Salomon Brothers Inc 


J.P. Morgan 


April 1990 

This announcement appears as a matter of record only 


ip 


Macmillan/McGraw-Hill 

SCHOOL PUBLISHING COMPANY 

USD 225,000,000 

Revolving Credit Facility 


Arranged tor: Lloyds Bank Capital Markets Group 


Provided by: The Bank of New York 

The Bank of Nova Scotia 

Bankers Trust Company 

The Chase Manhattan Bank, N.A. 

Credit Lyonnais, New York 

The First National Bank of Chicago 

Lloyds Bank Pic 

Swiss Bank Corporation 

The Toronto-Dominion Bank 


Agent: 



Lloyds 

Bank 


New York Branch 


ALLIANCE ■■■ LEICESTER 

Alliance & Leicester Building Society 

£40,000,000 

Subordinated Floating Rate Notes 1998 

For the six months 27th April, 1990 to 31st October, 1990, the 
Notes wiU cany an interest rate of 16.175% per annum with an 
Interest amount of £41,434.59 pet £500,000 Note, payable on 
31st October, 1990. 

Listed on the Luxembourg Srock Exchange. 


Bankers Trust 
U Company, London 


Agent Bank 



EXPORT FINANCE 

The Financial Times proposes to pablnh this survey on: 


4tt Jane 1990 

Far a fall editorial synopsis and adverlnsnent details, please contact: 


Andrew Mnh 
on 071-8734083 


or write to him at: 


Number One 

Southwark Bridge 

London 

SE1 9HL 


FINANCIALTIMES ] 

lUIONIUllhlllMMWII 1 


FINANCIAL TIMES T HURSD AY MAY 3 1990 

INTERNATIONAL CAPITAL MARKETS 


World Bank in C$150m 
issue as prices decline 


By Deborah Hargreaves 

NEW -IS SHE activity In the 
Eurobond market perked up 
yesterday as the World Bank 
focused attention on the Cana- 
dian dollar sector of the mar- 
ket When the price of Cana- 
dian government bonds supped 
eazlv in the day, the World 
Bank saw an opportunity to 
borrow C$l50m In an issue of 
bonds cairying a coupon of 
1&25 per cent 

The World Bank took advan- 
tage of the wide appeal Inves- 
tors attach to Its bonds by 
bringing a deal which was 
tightly priced offering a 
pick-up in yield of 53 basis 
points over the comparable 
five-year government bonds. 

IBJ International brought 
the deal to market at a quiet 


time for Eurobonds and in the 
middle of & Japanese holiday. 

However, placement of the 
bonds to institutional Investors 
in Canada, Europe and the 
Middl e East was reported to-be 
fairly prompt. 

The bonds were affected by 
volatility in the underlying 
flimadifln ' ftnAipy^ market, 

INTERNATIONAL 

BONDS 


but settled towards the dose of 
trading at a level 20 cents 
inside fees. There was a sug- 
gestion that. Ww Awl had found 
a favourable swap rate into US 
dollars, but the frwd managers 


would Tttafrg no comment. 

The World Bank bonds 
ghnnM fill pockets of demand 
for five-year paper in the Cana- 
dian market, which saw a pre- 
vious issue of bonds for Inter- 
national Business Machines 
absorbed fairly quickly and 
trading on a spread of 71 basis 
points over the government 
bond yesterday. 

One of the Japanese securi- 
ties houses indicated that the 
issuance of Japanese equity 
warrants could begin agai n in. 
July after a stagnant period. 
The big four houses had asked 
customers to delay issue of 
i*Y m rpr HtiiP and warrant bonds 
as well as new equities in mid- 
March because of the slump in 
the Tokyo stock market 


NEW INTERNATIONAL BOND ISSUES 

Hammer 

US DOLLARS 

Samra Singapore LkLtO 
Mitsubishi OII(UK)**+(c)(d) 
Mitsubishi 0)1 (liK)** 0(d) 

Amount «. 

40 

8 

8 

Coupon % 

M 

ii 

(b) 

Price 

100.10 

101% 

100% 

Mafia Ry 

1998 

1992 

1891 

Fees 

lObp 

iy% 

V*2 

Book manor 

Samra Bank Int-Lld. 

Mitsubishi Finance InL 
Mitsubishi Finance InL 

CANADIAN DOLLARS 

World BankO 

150 

13% 

101% 

1995 

1*71% 

IBJ InL 

D-MARKS 

NaLBank of Hungary* 

200 

9% 

100 

- 1898 

1%T1* 

DO Bank 

YEN 

Banque Nadonale da Rarla+ 

10bn 

(e) 

101%| 

.1998 

ivi% 

JP Morgan Secs. Ltd. 

0 Final terms. fFloatlng rata note, ayknonth LJbor + 35bp for the drat three years, than deal becomes a fixed rate Issue 
paying io% if call is not exercised. b)Basad on a formula- c)C*ll and put on 15/5/91, semf-annual coupon. d)!su» launched 
In two tranches. o}Step down coupon: year 1 — 18%, year 2-10%. years 3 and 4—4%, years S and 8-2^0%. 


Drexel UK lending worth third of assets 


MONET lent by the UK arm of 
Drexel Burnham Lamb ert, the 
troubled investment banking 
firm, amounted to nearly a 
third of its assets, according to 
liquidators from accountancy 
firm Feat Marwick mw.intfiric, 
writes Richard Waters. 

■ The $103m had been bor- 
rowed by Drexel from a bank 
and a trading house as part of 
a mutate trade, <«m Mr Tim 
Hayward and Mr Fhfl Wallace. 
One creditor, which is owed 
JlQm, has already made a for- 


mal claim to recover the 
money from a UK subsidiary, 
DHL Limited, while the other, 
which is owed the rest, has 
BBl id it tetenAi to 
If these claims succeed, 
other creditors of DBL Limited 
will receive only 40 per cent of 
the money they are owed, 
together with their share of 
whatever can be recovered of 
the 5103m from the US. H the 
claims foil, creditors will 
recover all the $7lm they were 
owed by the company. 


The money was paid last 
year, well before Drexers 
liquidity crisis developed. 

Even without the loans to 
the US, It would have been 
very difficult for the UK 
operations to continue when 
Drexel got tet*> iHffiwiiHwi in 
foe US, the liquidators said 
Creditors of the other main 
UK operating company, DBL 
Securities, are set to recover 
all their money. Most of the 
$X42m of assets in. that com- 
pany have been realised. 


FT INTERNATIONAL BOND SERVICE 


Listed are tin latest International bonds for which there is an adequate sec o nd a ry market. 


US DOLLAR 
STRAIGHTS 


Austria 9*i 93— 
8.F.C.E. 8% 94.. 
B.F.C.E.9% 95- 
BrH.Tel.Fte.9%9B- 


BM Stter *n mmk VtaM 

M0 99% 100% -0% -0% 9.61 
175 195% 95%-0%-0% 9.72 
150 97% 98 -0% -0*2 9.77 

250 196% 97% -0% -0% 9.87 

Canada 9 96 1000 97% 98% -0%-0% 9.48 

C.CCE9%95 500 97% 98% HJ% -0% 9.74 

Or. Local France 8% 99 250 93 93% -0% -0% 9.75 

Oe«tNMloaal7%92 100 964, 96% 40% O 939 

Credit NaUoml 9% 92. 160 199% 99% -0% -0% 9-68 

Denmark 8% 94 150 194% 95-K»%-0% 9.78 

F F . C . 7 91. 


YEH STRAIGHTS 
Canada 5% 93.. 


E.ELC. 1093. 

E.I.B. 8% 99 — - 

Emaflma 10% 93.—.—— 

Elec. De Franca 9% 99 

Eon. Credit C*rfT*L995 

Finland 9 96 

Firm. Exp. Cd. 8% 92. 

Finn. Exp. Cd. 9% 95. 


100 * 96% 96% 0-0% 9.42 

140 tl00% 101 -0% -0% 968 

150 91% 92-0% -0% 90S 

100 1101% 101% -0%-0% 939 
200 197% 9|3% 40% -0% 932. Abb? Nat. 11% 93 £. 

750 96% 96% -0% -0% 9.97 Acskm7%'92F1 

250 96% 96%-0%-O% 9.75 

200 98 98% -04,-0% 9.62 

200 198 98% -0% -0% 9.78 

Ford Motor Credit 8 91 — 250 198% 99% -0% -0% 039 

G.E-C.C. 10% 91 300 100% 101 0-0% 0.10 

G.MJLC.8%94 500 195% 95%-0%-0% 9.96 

G.MAC, 996. 300 95% 95% 0-0% 9.96 

Gcn.Utn.Cont. 9% 92. 200 198% 99% -0% -0% 9.68 

Honda 9% 97. 300 97% 97% -0% -0% 10 .16 

IBM Dwfll Corp. 8% 92. 400 97% 98% -0% -0% 931 

IBM Credit Corp. 8% 91 250 198% 99 0-0% 9.74 

IBM Credit Corp- 9 92. 250 98% 99% -0% -0% 9.49 

IBM Credit Con*. 9% 92 250 99% 100% -0% -0% 934 

ttab 8% 94 1500 95% 95% -0% -0% 9J6 

Half 9% 95 1000 98% 99% -0% -0% 9.75 

Half 9% 99 1000 98% 98% -0% -0% 9.90 

IUftC.W/W4%94 1000 95% 96% 40% 42% 5.73 

Japan Dew. Bn* 10 96. 2001100% 101 -0% -0% 9.82 

KFW ML Fin. 994 300 97% 97% -0% -0% 9.74 

200 93% 94% -0% -0% 10.09 

200 198% 98% -0% -0% 9.90 

850 96% 96% -0% -0% 9.97 

200 93% 93% -0% -0% 9.86 

250 96% 97% -0% -0% 937 

500 197% 98% -0% -0% 937 

350 198% 98% -0% -0% 9.60 

1500 1101101% 0-0% 337 

200 95% 96% -0% -0% 9.72 
99% 100% -0% 40% 4.04 


CkKtaB prices on May 2 

Cbanp on 
■real Hd Otter day wrek VkM 

80 95% 95% 0-0% 7 X! 

300 95% 95% 040% 666 

300 95% 95% 40% 40% 666 

400 96% 99 0 0 731 

30 93% 94% 040% 7.28 

50 91% 92 0-*0% 744 

50 92% 93 040% 733 

10 86% 87% 40% 0 735 

20 99% 100 0 40% 7.07 


Aareaow price ctange_ On day 40 m in* 40% 



LT.CB.of Japan 8% 96 

L.T.C.B. of Japan 9% 92. 

Hew Zealand 9 94 

Nippon Tei.&Td. 8% 96.. 


BTHEK STRAIGHTS - •• -] 

AWn» Nat 10% 94 CS— 


Alg. Bk. Ned. 5% 93 FI 

Austria 7% 94 ECU 

Barclays Abs.13% 91 AS. 

Sell Canada 10% 04 C*_.. 

BP Capital 9% 93 £ 

Brftlsft Airways 10 98 £. 

BriL Telecom 9% 93 £. 

Cormn.BIUtesL 12%93AS — 

Coma3KJteU3% 94 HZ*.. 

CrcdH Fonder 9 96 Ecu- 

Credit Fonder 9% 996eo 

CrLoalFran60% 95 Ecu .... 

Dent-Bk-Am. 13% 93 A*. 

Deutsche Bk.FbL 15 94 AS 

Ekc.De France 9% 99CS_.„„ 

E.I.B. 796LFV 100 

E.I.B. 7% 99 FI 150 87% 88-0% -0% 9.12 

E.I.B.999ECU- 150 90% 91 40% -0% 1065 

EJ.B.1097Eca.—. — — — " ' ~ 

EnroH ma 7% 94 Eca. 


reed Hd Oder dm weeKVMM 
150. 89 89% -0% -0% 13.66 

100 92% 92% 0-0% 15.02 

1W * 9b - 98%"' 040% 864 
200 91% 92 0-0% 939 

100 89% 90% 040% 10.72 

100 97% 98% 0 014.94 

200 186% 87% -0% -0% 12.88 
100 88 88% -0% -0% 15.01 

100 79% 79% 40% -1% 1436 
150 87% 88% -0% -0%, 14.98 
100 194% 95% 0-0% 14.69 

60 101% 102% 0 013.13 

100 91% 92% 040% 1080 

150 91% 92% -0% 01035 

225 98% 98% -0% -0% 10.64 
125 97% 98% 40% 0 14.09 

10O 102 102% 40% -0% 14.22 

ISO 183% 83% -0% -0% 12.85 
189 90 0-0% 9.44 


800 96% 96% -0% -0% 10.71 
100 90% 91% -0% 01060 

Fcd.Bos.Dv.Bk.9% 92 CS. 75 193% 93% 40% 013.49 


Nippon Tei.&Tol. 9% 98 

Norway 8% 93 

(testers Kontbfc. 9% 94 

SaMtomo Corp. W/W 4 93. 

Sweden B% 96. 

Toyota Mtr.Corp. W/W 4 93... 1500 .... 

Victorian Rep 11% 92. 150 102% U3% -0% -0% 9.97 

Union Bk. SwIU. 9% 02-.. 225 93% 94 -0%-0% 10.04 

World Bank 8% 99 1500 92% 93% -0% -0% 9.14 

World Bank 9 97. 300 196% 97-0% -0% 9.62 

World Bank 9 93 300 98% 99-0%-0% 9.40 

World Bank 9% 98 300 196% 97-0% -0% 9.81 

World Bank 9% 99. 500 98% 99% -0% -0% 9.79 

Average price change— On day -0% on week -0% 

DEUTSCHE MARX 
STRAIGHTS 
Aslan Dev. BK. 6 94- 


Fort Cr.Can.10% 93 CS 

Fort Cm). Can. 10% 96C*. 

Fort Cred.Fnnd60% 93c. 

G. M3. C. Canada 11 JTO40L 

Hdneken 7% 94 FL. 

Hydrc-QwtocU99C$. 


Uofds Bank 10% 98 £. 

Lloyds Bank 11% 98£ 

Nat. Am. Bk. 14% 94AS 

Nev Zealand 9% 93G. 

0.E.ILB. 10% 99 CS.. 


Austria 6% 99. - __ 

Bk.Frgn.EcM.USSR 7 96 

Bank of Tokyo 5% 93 

Coranerchaidc o/s. 5% 93..— _ 

Credit Fonder 6% 99 

E.I.B.6% 99- 

E.I.B.6% 99 

E.I.B.6% 96 

E.I.B.6% 95 

E.I.B.82000 

Euro.CoQlA.Stee) 7% 94 

EonjfTma 6% 96. 100 


Elec Oe France 5% 97..— 

Hydro-Quebec 6% 99 

Japan Dev. Bk.5% 95 

Japan Finance 5% 97 — 

I.A.Q.B. 7% 99 

Ireland 6% 97 

Ireland 7% 99 — 

Malaysia 6% 94 

Nat. West BK. PLC6 98 - 

Nippon Telg.ATri. fa 95. 

0estere.Ka«bk.S9S 

Portugal 5% 92. 

Portugal 6% 95.. 


Offer day week Yield 
200 88 88% 0-0% 931 

750 185% 86-0% -0% 9.12 

750 188 89 0-0% 9.64 

100 90% 91 -0% — 1% 9.63 

300 90% 90% -0% -0% 9.46 
500 185% 85% -0% -1 9.20 

600 82% 82% -0% -0% 9.22 
300 183% 84% -0% -0% 9.21 
600 88% 89 0-1% 9.16 

300 90% 90% 40% 0 9.12 

500 95% 95% -0% -0% 8.71 
100 195% 96-0% -0% 8.89 

86 86% -0% -1% 9.28 


Royal BfcScot.10% 98 £. 

Saskatchewan 10% 93 CS.. 

State 8k. NSW. 13% 93AS. 

Sweden 7% 93 Ecu. 

Sweden 15 94 AS. 

Toyota Mtr.Cr.10% 94CS— . 

Toyota Mtr.Cr-LL% 92CS. 

World Bank 7% 99 FI 

World Bank 9% 95 Eca 

World Bank 10% 94 £ 

World Bank 13% 92 AS, 

Wprld Bank 14% 94 AS 

Zentrspk. 13% 93 AS 

FLOATING RATE 


100 193% 9440% 01364 

125 89% 90% -0% -0% 13.43 
60 88% 89 -0% -0% 15.01 

100 94% 95% -0% -0% 13.49 
150 95% 96% -0% -0% 8.13 
400 89% 90-0% -0% 13.00 

150 79% 80% 40% -1% 14.72 
100 83% 84% -1% -1% 14.70 
UO 99% 99% 40% 01467 

100 87% 87% -0% -0% 14.92 
150 86% 86% -0% -0% 1260 
125 81% 82% 0-1% 14.69 

200 91% 92% 40% 0 13.22 

100 97% 9840% -0% 14.69 

250 91% 91% 0 40% 10.41 

1O0 102% 102% 40% 40% 14.08 
150 89% 90% -0% -0% 13.44 
150 96% 96% 0-0% 1367 

300 87% 88% -0% -0% 944 
100 96% 96% 0 40% 10.49 

200 88% 89% 0-0% 14.48 

100 98% 98% 40% 40% 14.19 

75 98% 99% 40% -0% 14.47 

75 197% 98% 0-0% 13.90 


Alliance & Leic. Bid 94 £ 

Bank of Greece 99 US 

Belgian 91 US 


Offer &dto Gam 
.08 9967 99.92 20/07 1533 
10% 9837 9862 8/09 8% 

0 99.90 1004021/08 832 


300 81% 82% -1 -1 931 
300 184% 85% -0% -1% 939 
300 185% 85% 0-0% 9.16 

100 82% 83-0% -0% 937 

300 88% 89-0% -0% 9.11 

300 8b% 86% 40% 40% 9.20 

500 87% 88% -0% -0% 9.27 
150 88% 89-0% 0 9.64 

300 181% 8240% 0 934 

400 186% 86% -0% -0% 936 
300 89% 90%-0%-0% 967 
150 93% 93% -0% 40% 9.04 
150 69 89% -0% -0% 969 

300 93 93% 0-0% 9.46 

500 187% 87% 4<)% 40% 9.73 
200 188% 89 40% 40% 969 

500 181% 81% -0% -0% 966 
600 84% 84% -0% -0% 9.26 

600 85% 85% -0% -0% 9.25 


Dreedner Finance 99 DM 

EEC 3 92 DM 

Halifax BS 94 £.. 


a»IL&Glm«3ter94£. 463 99.75 996031/05 15% 

Credit Fancier 98 US. .063 9936 99.7420/10 8.44 

t.031 100.18 1006830/07 861 
10 10034 100.6421/08 9 

4 10061 100.06 9/051562 
0% 99.92 100.0017/071557 

0% 10066 1004417/071557 
OA 99.87 99.9329/061551 
.07 99.95 100.0522/0515.06 
0% 9961 99.8630/07 15.44 

488 9957 996214/08 836 
0% 100.03 100.0817/071557 
0% 99.92 99.97 22/05 15% 


UM- In tedastry 94 

Leeds Perm. 8/S. 94 

Milk Mkt-BnL 5 93 

New Zealand 5 97 £.« 

NorttKrn Rode 92 £.. 


State Bk. Nsw. 98 US. 

WoohridlEipiH.BS.99E 

Woolwich 595 £.. 


Arerage prior dunge_ On day 40.00 on week 060 


Royal insurance 5% 92 

Tortey 6% 95 

Union 8k.Finland 5% 94 

World Bank 6 98. 

World Bank. 6% 97 

World Bank 6% 99. 

Average price change.- On day -0% on week -0% 

SWISS FRANC 
STRAIGHTS 

African Dev.Bk. 5 96. 

Asfteag503 

8-F.C-E.4%9a 

B.M.W.Fte.Neth. 5 13 


W Ud After do week VfeM 
150 183% 84 0-0% 8.48 

100 180 81*40% 4-1 734 

200 183% 84%-0%-0% 766 
150 t74 7540% 4i% 733 

100 106 87 40% 40% 8.25 

OR. InL W/W 3 93., 125184% 84% 0 0 863 

Credit Lspomils 4% 00 100 178% 79 40% 40% 7.91 

E.I.B4% 98 150 181% 82% 40% 40% 768 

Finn, Exp. Cd. 8% 92. 75 197 99+1% 42% 946 

Fletcft»Cftall.4%98. 150 175 V 76 0-0% 930 

LA.D.B.62004 200 185% 8640% 40% 748 

150 181% 82 0 40% 7.71 

200 187% 87% 0 0 9.09 

100 177 77% 0-0% 937 

ISO 180% 81-0% -0% 9.97 

75 183 84 -0% -0% 10,12 

200 186% 87 0 0 499 

150 t77% 78% -0% 0 745 

200 182 82% -3% -3 968 

150 17B% 79% -1% -1% 736 


CONVERTIBLE 

BONUS 

Alcoa 6% 02 US. 

Arovr. Brandi M. 05 US — 

Asia 4 k 02 £. 

Bark of Tokyo 3% 04 US-., 

CBS. Me. 5 02 US 

DaHcM Kte 3%04 US—., 
Oahra Bar* 3% 95 US — _ 
fVfimrfca5% 02 US. 


Britannia B/S. 4% 94.. 


Kobe City 4% 9& 

Leeds Perm. B/S. 4% 93 

Malaysia 5% 98. — -.... 

Maxwell Cwmn.Cn>. 595 

Nat- 8k. Hungary 5% 94 

HaUMwMeAng.B/5. 4 93-.. .. 
Prov. Newfoundland 503,.^.... 

Thailand 4% 95. ............. 

Wdrld Bash 503. 


Cor Cbf. 

Sale price BM Offer day Pm 

8/87 62. 107% 108% -i0% 7.62 

4/90 79. 98% 99% -0% 2251 

*87 154100% 101% 40% 8Q.(K 
3/89 ijTOL 67% 68% 42% U69 
*£* 200- 97% 96% -0% 839 
17/89 3486. 71 72 4-1% 2456 

2/^1628. 88% 89% +1? 6.76 

- 2g®*48 75% 76% 40% ^3 

fcj BRfc= 3^ B S5 £ fiS 

KiSB S 5 BSB 
m SObac=z ^ * -» 

Rodl4%B£ 1/88 

47% E£. 1/87 

M« now 


LandSeci.6% Q2E,,.„ 
MCA INC 5% 02 US 


^ W4 San 


knozm. 


iBak3%MU&. 
Tbb}M.2%BZU1. 


BML 
WJL&nHKUS— 


Arerage prise dangt- Ob day -0% oa veek -0% 


33 1M% U5V n\ L48 

M We UNHi 40% -iS 

441 61 a +1 Win 

5S- ft ** “ 

U7 MOT +>■« Z6J0 

W “2-8/ 74V 75 1 ! 0 k\7s 

»« rtsSn 

M7 42J2 BZ% 83% 40% 

* h® IntemaUap anllabk-prewkn day 1 , price 
f ftefy cne market maker supplied a price 

rM tenptlon of the mid-grice 

gjygg* of current amts wranttervS 

SSrt 5lS Wttam - °*** «““0“^ewer7ri«a 

momte Hbove m eSTSte for ^ 




reca rwnc y of Store at coow refan rate fbeedOTtc ff y 

> The Financial Times Ltd., 1990. hIUkaiL written ennrem. 


Australian 
SE to close 
two trading 
floors 

By Kevin Brown in Sydney 

THE AUSTRALIAN Stock 
Exchange (ASX) yesterday 
announced plans to close two 
of Its four trading floors anil 
move towards folly automated 
dealing. 

The shake-up will involve 
closing the Adelaide and Bris- 
bane trading floors, and more 
use of Seats, the exch- 
ange’s screen-baaed trading 
system. 

The trading floors In 
Sydney and Melbourne will 
remain open for trading in 
the 100 most active stocks 
with a value of more than 
A$25,000. 

The ASX the announce- 
ment was a significant step 
towards the total automation 
of Australian securities deal- 
ing. 

More than 70 per cent of 
ASX transactions would now 
taka place on screen. 

However, some traders 
accused the ASX of keeping 
the two trading fl oors open 
because erf pressure from busi- 
ness Interarts In Melbourne, 
Australia’s second largest city 
and home to many of its blue 
chip companies. 

fr Peter Burrows, a broking 
house principal, said he was 
“surprised and disappointed” 
by the ASX statement, "if 
there is a necessity to keep a 
trading floor open at all It 
only needs to be Sydney. Mel- 
bourne is just a complete 
waste of time," he said. 

Mr Gavin Campbell, ASX 
managing director, said the 
dual system would allow 
the market to choose which 
dealing method it pref- 
erred. 

"It is not a compromise, it Is 
a cost-effective way of working 
out the best solution.” 


Italian bank 
in Spanish 
expansion 

By Haig Slmonlan in Milan 

isnrtrro Bancario San Paolo 
di Torino, Italy's second big- 
gest bank, has once again 
underlined its growing reputa- 
tion as the country’s most out- 
ward-looking financial institu- 
tion with a plan to bay a stoke 
ofttpto 40 per cent in Banca 
Matur e s, a smafi private -bank 
Hr 'Spain! ' J 

No details have been 
released about the cost of the 
deal, which will also give San 
Paolo a Joint say in running 
the Spanish institution. 
According to Turin-based San 
Paolo the holding will be 
acquired as part of multi- 
tranche convertible bonds 
designed to raise Banca 
MatlltBS’ capital, 

Banca Statutes belongs to 
the Matutes group, whose fam- 
ily owners include Mr Abel 
Matutes, currently the Euro- 
pean Community Commis- 
sioner for Mediterranean pol- 
icy. 

It has 82 brandies, concen- 
trated on the Balearic Islands. 
The bank had total assets of 
Pta37.2bn ($351m) at the end 
of last year. 

Next month San Paolo’s own 
branch is due to open in Mad- 
rid. However, the new stake in 
Banco Matutes, which requires 
approval from the I tal ian and 
Spanish h anking authorities, 
should allow San Paolo to 
broaden Its Spanish coverage 
more quickly, particularly if 
cash-rich San Paolo helps 
fin ance Banco Matutes* expan- 
sion into major business 
regions such as Madriii, Barce- 
lona and Valencia. 


Westpac to bay 
NZ Futures 

OKU WESTPAC Futures, pari 
of the Westpac Rawirfwg grotq 
of Australia, has agreed to 
acquire the assets, staff and 
futures exchange membershii 
ofNZ Futures, a New ZeatasS 
futures trading honw, Reutex 
reports. 

The acquired operation wH 
be k nown as Ord Westpac 
Futures NZ and will be one of 
tiie few New gwai vmi f u t u res 
and options brokers to provide 
24-hour service on all major 
world futures and commodity 
markets. 

The agreement is subject to 
the approval of the New Zea- 
land Futures «ufl Options 
Exchange. 

Westpac Bunwiig anil Bank 
of , H awaii International haw 
between them acquired Bank 
of New Zealand's 20 par cent 
stake in Bank of Tonga. The 
deal leaves Westpac and Bank 
of Hawaii with 80 per cent 
each. The Tongan Govern* 
mentis stake remains at 40 per 
cent. 

Bank UT New Zealand, which 
u restructuring Its interna* 
tlonal operations, recently 
announced the planned dis- 
posal of its operation In IW 
and a 50 pa- cent holding to 
the Bank of Western Samoa to 
Australia and New Zealand 
Banking Groqp. 
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INTERNATIONAL CAPITAL MARKETS 


Treasuries weaken on March data 


By Janet Bush in New York and Andrew Freeman in London 


US TREASURY bonds edged 
fractionally lower again yester- 
day morning after a larger 
than expected increase in 
March leading indicators. They 
then stabilised, showing little 
reaction to the pnbHcattan of 
the latest US Federal Reserve 
Beige Booh of regional eco- 
nomic reports. 

The benchmark long bond 
ended the day off A point at 

GOVERNMENT 
BONDS 

94JI to yield 9.03 per cent. 
Shorter maturities showed sim- 
ilar price declines. 

US leading indicators rose 
0.9 per cent, which compared 
with forecasts of a gain of 0.8 
to 0.7 per cent The impact of 
this was. however, limited 
because figures from March 
are too outdated to tell much 
about the course of the econ- 
omy. Factory goods orders rose 
&8 per cent in March, in Tftto 
with expectations. 

Hie Beige Book, an impor- 
tant piece of Information used 
by tbe Federal Open Market 
Committee when setting mone- 
tary policy, described a picture 
of slow expansion in ApriL It 
reported that, in the mgnnfary 
turing sector, new orders and 


Bhi pmBnta were up in most dis- 
tricts, although there was no 
general upward pressure on 
industrial prices. There was 
some overall improvement in 
Twwwfarttirtng in about half of 
the reporting districts. 

The Fed raid that there was 
little evidence of a general 
“credit- crunch," but where 
credit tightening by banks and 
thrifts had been found this 
mostly affected newer small 
businesses and the real estate 
industry. 

The message of the Beige 
Book appeared to be mixed for 
the bond market, with some 
»n|uriygment in manufacturing 
but apparently no great con- 
cern about price pressures. 

The other focus of the mar- 
ket was the announcement of 
details of next week’s quarterly 
refunding auctions. The Trea- 
sury will sell a record total of 
J30ibn, consisting of $HL50bn 
in three-year boros, JiObn in 
10-year notes, and $ 10 bn in 30- 
year bonds. 

■ THE UK government band 
market traded in a narrow 
range yesterday, with dealers 
reporting thin volumes as 
activity was driven more by 
international markets than 
domestic factors. 

With sentiment generally 
quiet ahead of today’s local 


BENCHMARK GOVERNMENT BONDS 



Coupon 

Rod 

Date 

Prion 

Change 

YM 

Wank 

•BO 

Moore 

■so 

UK GILTS 

10.000 

4/03 

90-22 

-08/32 

13JJ5 

13.64 

1336 


10.500 

sm 

86-13 

+ 01/32 

13.11 

13.01 

12.42 


0-000 

10/08 

78-06 

+03/32 

11JM 

11.00 

1140 

US TREASURY * 

S500 

02/00 

9648 

-0 3/32 

9.06 

847 

843 


8500 

02/20 

94-15 


0.04 

&8S 

8.61 

JAPAN NO 113 

4.800 

eras 

85.7775 

+0596 

7.41 

7.37 

741 

No 2 

5.700 

3/07 

88.1108 

+■0*41 

7.12 

7.12 

740 

GERMANY 

7.750 

02/00 

326000 

-0400 

&86 

8L80 

8X6 

FRANCE BTAN 

9.000 

02/95 

866145 

+0.037 

9.98 

8.84 

1005 

OAT 

8600 

03/00 

825700 

■0200 

958 

9.61 

9X0 

CANADA * 

9.7G0 

06/00 

8&7000 

-0400 

11.78 

11-50 

11.17 

NETHERLANDS 

7.750 

OI/OO 

SI -3300 

-a 600 

8.T2 

8J8 

8.62 

AUSTRALIA 

12.000 

7/99 

81.5156 

+0.292 

13.63 

13.78 

13X6 


London dosfcnp, ‘denotes New York 
Yields: Local market standard 


Closing 

Prices US. UK In 


32k&l. others In decimal 
Data/ATLAS Prio* Saortm 


government elections, prices 
opened lower before rallying 
on the back of a firm West 
German market. 

The benchmark 11% per cent 
gut maturing in 2003-07 was 
trading around 94% to yield 
12.48 per cent, compared with 
yields of 12.7 per cent on Mon. 
day. 

In West Germany, traders 
reported a gradual improve- 
ment for most of the session 
after a weak opening amid 
speculation of a large, new auc- 
tion In the Dutch bond market. 
Towards the close, however, 


bund prices eased on news of 
the detailed arrangements for 
monetary union with East Ger- 
many ended the day about 
5 pfanTrig a below their morning 
fixings. 

On the futures market the 
June contract opened around 
10 pfennigs lower than Tues- 
day's closing level at 8186 and 
drifted to close at 8L75 in aver- 
age volume of 90,000 contracts. 

Dealers noted consistent sup- 
port buying whenever 10 -year 
bunds drifted over the 9 per 
cent yield level but said the 
market remained nervous. 


US corporate debt ‘will not lead to crisis’ 

By Andrew Freeman 


HIGH levels of corporate debt 
are likely to lead to rapid price 
inflatio n in the US rather titan 
to a financial crisis. That is the 
conclusion of a report issued 
today by the Group of 30, a 
think-t ank of international 
bankers. 

According to the report's 
author, Professor Benjamin 
Friedman, widespread fears 
that over-extended corporate 
borrowers defaulting en masse 
might lead to a rapture in the 
US financial system are 

nnfnnnriprt 

He argues that the actions of 
the Federal Reserve make a 
financial crisis unlikely. The 
recent increase in corporate 
debt in the US has exacerbated 
the tension between the Fed's 
responsibility in promoting sta- 
bility and its duty to protect 
the soundness of the economy 
as a whole, but particularly the 
hanking system. 

Professor Friedman says that 


the Fed would act vigorously 
should a debt-induced crisis 
appear imminent, but that the 
prevention of such a crisis 
would constrain the Fed’s abil- 
ity to conduct an anti-infiation- 
ary monetary policy. 

Given the importance of 
monetary policy in either toler- 
ating or arresting prior epi- 
sodes of accelerating price 

tnflatifm . the more Wkply r nanlt 
o i current trends in corpor at e 
borrowing is W g>w iwflatinn 

The report sets oat four 

main rmu»lmilnnfl - 

First, it suggests that in the 
private sector, debt-servicing 
problems are more likely to 
arise among c or pora te borrow- 
ers than among households 
because, while individual bor- 
rowing reached record levels in 
the 1980s, SO did acnunnlaHnn 
of individual assets. 

By contrast, businesses used 
much of the proceeds of theft * 
borrowing merely to pay down 


their own or other company’s 
equity, with the result that 
Interest payments owed by 
businesses have risen to record 
levels, it now takes more than 
half US Corporate to 

meet interest payments. 

Second, despite the burden 
of debt-servicing, default on a 

large onring h to 

the US financial system as a 
whole is unlikely in the 
abse nce of an economic down- 
turn. 

So long as US corporations 
continue to increase their earn- 
ings, defaults are likely to 

remain idi o sy ncrat i c and them. 

fore not threaten the wider 
economy, says the report. 

Thud, tbe need to prevent a 
serious recession and preclude 
systemic debt default will 
increasingly constrain the 
Fed's conduct of monetary pol- 
icy. 

Professor Friedman notes 
that US business cycles since 


the Second World War show 
that no recession has been 
either deep or lasting without 
the acquiescence, if not the 
active influence, of monetary 
policy. The Fed's reluctance to 
risk a recession-induced 
flafanit crisis im piiaa aw expan- 
sionary bias in monetary pol- 
icy which the report says win 
be hard to resist 
Fourth, this in turn will 
severely limit the ability of 
monetary policy to contain or 
reduce price inflation. If the US 
economy's financial system 
has become too fragile to with- 
stand any but the shortest 
recession, it is unlikely to be 
able to support a genuine 
attack on inflation. 

Copies of the report “Implica- 
tions of Increasing Corporate 
Indebtedness for Monetary Pol- 
icy" can be obtained from the 
Croup 32 St Mary at BUI, 

London (tel 071-623 6222). price 
£7. 


Securities 
issue to 
allow home 
clearing 

By Janet Bush 

CITICORP plans a 
US-registered issue of credit 
card-backed securities this 
month which will offer Inter- 
national investors clearance 
and settlement in their home 
markets. 

The lead underwriters for 
the Issue, expected to come to 
market this month, will be 
Citicorp Investment Bank Ltd 
In London and Salomon 
Brothers in New York. The 
underwriting syndicate has 
not yet been finalised, bnt 
there will be participation 
from Japan, Europe and the 
US. A substantial amount of 
the issue is expected to be dis- 
tributed to overseas investors. 

Maturity and size are yet to 
be determined, bnt It is 
thought that the issue will be 
smaller than the S1.4tm two- 
tiered issue of three-year and 
seven-year credit card-backed 
securities sold by Citibank in 

March. 

Mr Charles Wainhonse, 
director of strategy and policy 
in Citicorp’s credit-card group, 
said that the unique part of 
this issue was the clearing and 
settlement arrangements. Co- 
ordination between Bnrodear, 
Cedel and the Depository 
Trust Co in New York would 
ensure that secondary market 
trading in Europe and Asia 
would be cleared and settled 
locally despite this being a 
US-registered issue. 

“In the past, we have not 
had the kind of secondary 
market activity that we would 
Rke, but the bridge between 
the clearing agencies should 
help,” Mr Wainhonse said. 

The Issue will be senior sub- 
ordinated and have a bullet 
m atur ity and half-yearly pay- 

Citibank is the largest issuer 
of securities backed by credit 
cards off its own balance 
sheet This issue will be the 
fifth in Hu* bank's standard 
series. 

• Taiwan’s central bank said 
it had expanded the Taipei 
f!«Ti Loan Market by adding 
flbn and, for the first time, 
providing DMSOOm, Reuter 
reports. 

The hut yriJ the addftt*m 
of D-Marks was intended to 
d i ve r s ify currency dealing and 
meet demand. 


Agencies dip their toes 
into high-risk waters 


D eteriorating creditwor- 
thiness and highly-pub- 
licised defaults pose 
particular challenges to US rat- 
ing agencies attempting to gear 
up their analysis of sectors out- 
side their current areas of 

strength. 

As a result, they are attempt- 
ing to build their capabilities 
in the high-yield junk bond 
mar ket and in rating the 
increasing numbers of dis- 
tressed and bankrupt securi- 
ties. 

But with their resources 
already stretched because of 
the weakening credit environ- 
ment and the complexity of 
securities markets, the agen- 
cies are cautious about supple- 
menting their core work of pre- 
dicting defaults with analysis 
of securities after default or 
bankruptcy. 

However, they know that the 
investment community has a 
good appetite for this kind of 
analysis, and are aware that 
their reputations partly rest on 
how well they can adapt to a 
changed market 
The five accredited rating 
agencies - Standard & Poor's, 
Moody’s Investors Service. 
Duff & Phelps, fitch Investors 
Service and McCarthy, Crisanti 
& Mattel - all rank high-yield 
bonds, but are generally not 
rated very highly in the mar- 
ket Only MCM, which has a 
reputation for being more mar- 
ket-driven than its competi- 
tors, gets a good press among 
investors in high-yield securi- 
ties. 

Mr Phil Mallei, executive 
vice president of MCM, said: 
“We have had a big push in the 
high-yield area for three or 
four years. We don't feel that 
we need to spend 80 per cent of 
our time on 20 per cent of com- 
panies which are in great 
shape.” 

A rating company such as 
MCM has an advantage over 
the long-run duopoly of S&P 
and Moody's because it can 
choose its niche: the two lead- 
ing agencies have an estab- 
lished duty to furnish the 
investment community with 
information to track closely a 
company such as IBM. whether 
its rating remains unchanged 
for 10 years. 

Unlike the leading agencies, 
which provide a standard view 
of the long-run credit risk of a 
junk bond like any other secu- 
rity, MCM is more market-ori- 
ented. It offers investment 


advice with its ratings, includ- 
ing cash flow and liquidation 
analysis, an assessment of 
where the bond is trading and 
whether to buy or selL 
A common criticism of 
efforts to rate high-yield bonds 
Is that the leading agencies do 
not offer subtle enough rating 
gradations and that, by looking 


Janet Bush on 

credit-rating firms’ 
cautious moves out 
of their usual 
sectors into analysis 
of junk bonds and 
distressed securities 


at the long-term risk of default, 
they are not sensitive enough 
to an actively-traded market 

The top agencies believe 
their rankings are sufficient 
for investors to perceive credit 
risk, that it is not their job to 
help price the market and that 
a long-term credit judgment is 
useful. 

There is little detailed analy- 
sis of securities once their issu- 
ers have entered bankruptcy 
proceedings. This is under- 
standable on the basic level 
that agencies are paid by issu- 
ers and so it is difficult to see 
how they can make money 
once those companies are in 
financial stress. 

"My experience of the rating 
agencies is that a company 
files for bankruptcy and, one 
month later, it is ignored com- 
pletely," said Mr Craig Davis, 
head of research at RD. Smith, 


‘My experience of the 
rating agencies is that 
a company files for 
bankruptcy and, one 
month later, it is 
ignored completely’ 

a company which specialises in 
trading and analysing dis- 
tressed securities. "It is not 
that they [the agencies] are 
fining a bad job - it’s just that 
they are not paid to do it” The 
agencies appear to be torn 
between sticking to their usual 
role of predicting defaults and 
responding to an increased 
requirement among investors 
for sophisticated analysis of 


securities that have got beyond 
that stage. ^ . 

Standard & Poor s has 
recently launched a new ser- 
vice called Debt in Default in 
response to investor interest, 
but acknowledges that its anal- 
ysis will be limited. Mr Mark 
B acbm flnn of S&P said: “We 
have an obligation to track 
those companies whose securi- 
ties we rated when they were 
issued, but it is extremely diffi- 
cult to assign values to securi- 
ties in bankruptcy." S&P peri- 
odically provides information 
on the status of rated compa- 
nies' bankruptcies, which the 
agency acknowledges is a far 
cry from a systematic rating 
service on defaulted securities. 

During the last year, Fitch 
Investors Service has received 
substantial new financial back- 
ing and an influx of staff, but it 
has yet to make a significant 
competitive impact on S&P and 
Moody's. It recently announced 
a three-pronged analysis to 
cover junk bonds and dis- 
tressed securities. 

Fitch will analyse high-yield 
securities, determining relative 
value and yield, which Mr Dan 
Evans, president, said would 
be much more investor-ori- 
ented than was usual with the 
rating agencies. It will also 
analyse severely depressed 
securities of companies which 
are reorganising or restructur- 
ing. Fitch will also analyse 
indenture covenants - agree- 
ments between an issuer and a 
bondholder - to determine 
where an investor stands in 
the case of bankruptcy. 

The question for the rating 
agencies is whether, firstly, it 
is their role to provide the kind 
of market-oriented, more 
short-term analysis which the 
investment community wants 
and which is already done by 
investment banks. 

Secondly, tbe agencies have 
to determine whether the 
nature of the high-yield market 
and distressed and bankrupt 
securities lends itself to any 
kind of formal rating system. 

Thirdly, as S&P and Moody's 

hnflrt their international busi- 
ness and find themselves with 
an increasing workload at 
home, they are questioning 
whether they have the 
resources to enter these new 
areas. 

This is the second of two 
articles on US credit rating 
agencies. The first appeared 
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RISES AND FALLS YESTERDAY 
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RIGHTS OFFERS 



TRADITIONAL OPTIONS 


• First Dealings April 17 

• Last Dealings May 4 

• Last Declarations July 19 

• For settlement July SO 

For rate indications aee end of 
London Share Service 


Calls in Aflairffc Roa, Ber i aford 
M, Patftftald, Oaeflc Rea, Han- 
son warrants, KaR Energy, Priest 
Mortons. TUsfcar Rea. and Sero- 
psmov a - Put and call in Sastchi A 
Saatchland SwnmerlnL 


LONDON TRADED OPTIONS 


TURNOVER In the London traded 
options yesterday returned to 
more routine lower levels. It tell 
to below 30.000 contracts, well 
short ot activity earlier in the 
week when the daily average was 
around 40,000 contracts. BTR, 
Rolls-Royce and British Gas took 
the honours yesterday as the 
most active trades. 

Total turnover was 29.243 con- 
tracts, of which 18358 were calls 
and 10,365 puts. The FT-SE trades 
amounted to 9,469 contracts, 
4382 calls and 4.607 puts. Some 
traders said there were worries 
that the FT-SE index might soon 
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dip below 2,100. resulting In sell- 
ing of calls to buy puts. 

BTR was the day's busiest 
option with 2,482 contracts traded, 
of which 2205 were calls and 287 
puts. Most ol the buying was 
dona by James Capel, which 
bought August 420 calls from Bar- 
clays da Zoete Wedd. There was 
also some trade in the August 390 
calls between the t wo p arties. 
BZW later bought 1m BTR shares 
in the equity market 

The second busiest option was 
Rolls-Royce, in which 1,403 con- 
tracts Were traded, 1.213 being 
calls and 190 puts. Kleinwort Ben- 
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son was reported as an active 
.buyer, particularly of the June 220 
calls at 7-5, though there was a 
big seller in the market 

British Gas traded 1,153 con- 
tracts, including 948 calls. 
Other big trades were recorded In 
British Telecom and United Bis- 
cuits. 

In futures, big buyers of the 
FT-SE futures contract were noted 
early in the day. Dealers also 
talked of a certain amount of bear 
closing. The afternoon was dull, 
with traders simply watching the 
US futures market Futures dosed 
at a premium of 18. 
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UK COMPANY NEWS 


Trading conditions likely to remain difficult but group ‘undaunted’ 

Royal Bank of Scotland at £174m 


By David Lascelles, Banking Editor 


THE ROYAL BANK Of 
Scotland managed to overcome 
the worsening UK economic 
climate to report a small 
increase In interi m profits yes- 
terday - and a large fall in its 
exposure to highly levered 
companies. 

Pre-tax, the Edinburgh-based 
group earned £1 73.6m. up from 
£171m in the same period last 
year. Sir Michael Herries, the 
chairman, said that Scotland 
was faring better than the rest 
of the UK bat trading condi- 
tions were likely to remain dif- 
ficult 

He added: “Nevertheless, 
provided there is no farther 
deterioration and the trends 
we have seen recently con- 
tinue, we remain undaunted by 
the prospects for the second 
half of the financial 
year." 

The profit breakdown 
showed that the company and 
its subsidiaries suffered a fell 
in profits, from £152 .8m to 
£141.4m. 

But the final result was 
achieved with a £21.4m 
(£ 18.2m) contribution from 
associated companies and an 
exceptional £108m recovery of 


loan 


Third World 
provisions. 

Warnings par share 

from 14.9p to 13.9P, but the 
board is proposing a 16.7 per 
cent increase in dividend to 
2L8p per share. 

The charge for bad and 
doubtful debts was raised 
sharply from £3GL2m to £57 An, 
reflecting the deterioration in 
the loan book. 

This included an unquantif- 
ied charge for the group's expo- 
sure to the highly leveraged 
finance market where it has 
been perceived as a leading 
player. 

Earlier, the group had said 
this exposure amounted to 
over £700m. But Mr Kenneth 
Thompson, the group finance 
director, said this had been “ill 
advised” because it was based 
on a wide definition of highly 
leveraged finance. 

The Royal has now adopted 
the new official US regulatory 
definition which yields a figure 
of £295m. 

This is distributed among 
115 borrowers across a wide 
spectrum, with each loan rela- 
tively small, Mr Thompson 
said. Few borrowers showed 


signs of trading difficulty, he 
said. 

Mr Charles Winter, group 
chief executive, said the new 
figure “confirms our gut feel- 
ing that our exposure is not 
significantly different to our 
peers in the OK” 

The us definition Is based on 
a threshold of $20m. If this 
threshold was lowered to Sim, 
the Royal’s exposure would be 
about £500m. 

The bank has actively traded 
its Third World debt portfolio 
with the result that it has been 
reduced from $404m to $7lm, 
.most of which had been pro- 
vided for. 

This enabled £10 An of provi- 
sions to be taken bad into the 
profit and loss account 
Of the group’s main divi- 
sions, the Royal Bank of Scot- 
land itself earned £1374m 
(£142. 7m). Charterhouse, the 
merchant bank, maA* van im, 
down from £25 An because of 
the softening erf the corpor ate 
finance market 
Citizens Financial, the 
group’s US bank, managed to 
resist the severe downturn in 
the New England real estate 
market to increase profits to 


£lL8m (HLLm). 

Mr Winter said the Royal is 
stffl considering whether to go 
ahead with its proposed pur- 
chase of BankWorcester in 
Massachusetts; this would 
depend on the level <rf bad. debt 
provisions wind the hank had 
to make, but at the moment 1 , “it 
is still on track”. 

The RoyScot Finance group 
earned £8.4m (£7.9m), and 
Direct Line insurance £3 .5m 
(£3.1m). Capital House earned 
£0.8m (£0.6m). There was an 
extraordinary post-tax gain of 
£35 An from the sale of the 
group's share in the Yorkshire 
Bank. 

The cost to Income ratio 
deterio ra ted from 63.4 per cent 
to 65.4 per cent Mr Thompson 
said this was because of the 
long tom investments which 
the bank was making mainly 
in developing Its branch pres- 
ence in England 

Total assets rose by 16 per 
cent to £29.6bn. The group’s 
capital ratios also improved. 
The total risk asset ratio rose 
to 124 per cent from LL4 per 
cent, with Tier 1 rising to 73 
per cent from 64 per cent 
See Lex 


Renown moves closer to 
control of Aquascutum 


By David Owen 

RENOWN INCORPORATED, 
Japan's biggest ninthing com- 
pany, yesterday moved closer 
to securing unequivocal con- 
trol of Aquascutum Group, 
when Waterfall, which repre- 
sents Investors owning 27.2 per 
cent of the UK classic clothing 
company’s ’A’ shares, agreed 
to accept its 200p a share offer. 

Renown last month made a 
recommended offer of 550p per 
ordinary share and 200p per 
restricted voting ’A’ share for 
Aquascutum, dramatically 
entering the fray at a time 
when the group was under 
siege from the dissident share- 
holder consortium. The offer 
valued Aquascutum at £734m. 

Waterfall's decision leaves 
Renown holding (or having 
agreed to purchase) 81.5 per 
cent (or 245m) of the ordinary 
shares and 64 per cent (or 
17.47m) ’A' shares. This com- 
prises 68 per cent of Aquascu- 
tum's total equity share capi- 
tal. 


Mr Brian Myerson, Waterfall 
chairman, said: “We have 
achieved one of our primary 
objectives which was to max- 
imise the value of the ‘A’ 
shares. In our opinion, the 
whole exercise has re-empha- 
sised the iniquitous nature of 
two-tier voting structures." 

It is believed that Waterfall 
- whose investors Include 
Symphony Capital Corpora- 
tion, Oceana Development 
Investment Trust, Mr Gordon 
Getty and clients of Global 
Asset Management - pur- 
chased its shares at an average 
of a fraction over 100p per unit 
This would appear to leave it 
with a pr o fi t of approximately 
£7m from its dealings with 
Aquascutum. 

Mr Myerson added: “We are 
looking for Investments in situ- 
ations where we can apply our 
expertise to Improving busi- 
nesses. I don’t think we would 
restrict ourselves to companies 
with dual-voting structures." 


MBS cuts loss to £5m 
but warns on outlook 


MBS, micro-computers, 
mini-computers, maintenance 
and software company, sub- 
stantially reduced its net loss 
from £2047m to £443m in 1989. 
Before exceptional chargee, 
MBS actually made a profit on 
continuing activities of si-gm , 
against a £579,000 profit last 
time. On discontinued activi- 
ties the loss was cut from 
£6.1&n to f-BUMm. 

However, MBS said yester- 
day that following the decision 
to dispose of the substantial 
proportion of its business, con- 
siderable difficulties were expe- 
rienced in building the con- 
tinuing businesses in the 
of 1989. The effects 


of those difficulties were being 
felt in the first half of 1900. 

The group added that sub- 
stantial sums were owed by 
Technology Holdings and pro- 
vision had been made against 
these amounts. Until the 
uncertainty was cleared up, 
the board’s intention of propos- 
ing a capital reorganisation 
and the question of any divi- 
dend payment was in abey- 
ance. 

After exceptional charges of 
£L2Sm (£544m). interest pay- 
able of £926400 (£2 47m), tax 
credits of £58.000 (£195400) and 
an extraordinary debit of 
£167,000 (£7-0700 there was a 
h»s per share of 4.7p (14_6p). 


Polysource plans £105m placing 


Ptdysmirce Holding s, «ie Third 

Market-traded company, yes- 
terday MniMMinead a £106in pla- 
cing of L5ra shares. 

It also said a rights issue 
would be in view if sharehold- 


ers approved an acquisition 
befog negotiated with another 
injection moulding company 
with sales of over £lm. Its own 
sales had fall en back since 
March. 


‘In all major areas of our core 
business we are expecting con- 
tinuing good performances to 
produce another satisfactory 
result for the full year. ” Neii shaw 

Chairman &XhiefExecutive 


TAHLVLE 


UNAU DIVIO INTERIM RESULTS 


3989 


Turnover 

£l,6S2m 

£1,5 17m 

Profit Before Tax 

£87*5m 

£70.2xn 

EPS (Fully Diluted) 

11.7p 

9.0p 

Interim Dividend 

33p 

2.9p 

Extraordinary Profit 

£2 8.8m 

- 

■ Turnover up 


11% 

■ Profits up 


25% 

■ EPS up 


30% 

■ Interim dividend 


14% 


There Unaudited Interim molts do not cuutituK fell financed statements. 
Detail* of the Interim Report for the 26 weeks to Much 31, 1990 are being 
mailed to shareholder. 

Further copies may be obtained from: N. J. Nightingale. Secretuy, 
Tate & Lyle PLC, Sugar Quay, Lower Thames Street, London EC3R6DQ. 


Saatchi 
opts to sell 
Hay Group 
to managers 

By William Dawkins In 

Paris 

SAATCHI A SAATCHI, the 
troubled British advertising 
agency, has rebuffed an acqui- 
sltion approach for its Hay 
Group consulting division by 
Bernard Krief Consultants, the 
Paris-based head hunting and 
public relations group* In 
favour of a management 
buy-out. 

The buy-out, in which the 
group's 130 partners are led by 
Mr Laden Girand, head of its 
Paris office. Is understood to 
be agreed in principle, ready 
for completion within the next 
month. 

Krfrf yesterday th a t 

Saatchi was preparing to let 
Hay’s managers buy the opera- 
tion for between 990m and 
$95m (£58m), well below the 
9120m which the French group 
aays it has offered. 

“We are puzzled why Saat- 
ehi was not i n terested in our 
offer and that they are accept- 
ing one much less than we 
were offering," said Mr Joseph 
Harris, a spokesman for Kricf. 

Saatchi said: “We have 
never bad a fall, firm and 
detailed offer from Krief. 
Negotiations with Hay Group’s 
management are well 
advanced." 

Hay, which employs 2,600 
consultants, is the largest of 
the Saatchi consultancies up 
for sale and many times the 
sire of Krief; whim has a staff 
of between 150 and 160, oper- 
ating in Paris, Washington, 
Brussels and Moscow. 

It Is e xpected that the man- 
agement buy-out will be com- 
pleted by early June. The only 
indication available about the 
prlfp h 6iri SanteW 1 mm «Hii 
flint flw sale of aR consul- 
fancies should raise between 
£80 and £100m fids year. 

It Is passible that Saatchi 
will retain an equity stake in 
Hay. 

Hay was unavailable for 
comment yesterday ev enin g. 


Usher Walker slows 
in second half 

Growth slowed in the second 
half at Usher Walker and the 
manufacturer erf printers’ faks 
and rollers ended 1989 Write 
changed. The pre-tax outcome 
far the year rose from £i-«m 
to £l-28m after a 36 per cent 
midway advance from 
£596400 to £808,000. 

Mr Peter Walker, chairman, 
had said at the halfway stage 
that the slowdown in the 
newspaper industry was begin- 
ning to be fidt. Yesterday the 
company said that although 
first quarter sales were up on 
the corresponding period, the 
outlook was uncertain, due to 
the continuing squeeze an con- 
sumer spending. 

Turnover in 1989 rose 19 per 
cent to £1744m (£14-27m). An 
increased final dividend of 
7JSp (7p) raises the total for 
the year lp to lip. Kanrings 
per share fell to S4.74p 
C3547P). 


Shiloh falls to £l.lm 
in ‘difficult’ market 

Shiloh, textile spinner and 
manTi f HP t n rer of medfeai dis- 
posables and p rotective cloth- 
fog; rep o rt e d a decline in pre- 
tax profits from £l-24m to 
£Llm in the year to March XL 
Turnover was £1848m com- 
pared with giimam- 

The board said that trading 
conditions remained difficult 
but the group was in a sound 
fi nan ci a l position. Additional 
investment of £700,000 in 
health care activity should 
benefit the company In the 
c urr e nt year. There are further 
plans to w jw w ri these activi- 
ties through acquisition and 
organic growth. 

Earnings per share fell from 
1443P to 12A2p. Hie dividend 
total is Increased from 
to 2425p with a proposed 
of 1.75p (l-5p). 


Mnltitrost In loss 
and no interim 

Adverse market conditions 
pushed Multitrust fate a loss 
of £14,430 for the half year 
ended March 31 1990, and the 
directors are unable to pay the 
forecast Interim dividend of 


loss compared with a 
profit of £9,833, and equalled 
Q-4ip (earnings 0.25p). 

After a dealing loss of 
£15,338 (profit £14,158) reve- 
nue was almost held at £27477 
(£28454). Bat that was insuffi- 
cient to counter increased 
management expenses of 
£41407 (£19,121). 


'T'" Weekly ner asset 

value 


Tokyo Pacific Holdings 
(Seaboard) Ntf 
Weekly net asset value as at 
30-4 was USS 163.40. 

Listed on the Amsterdam 

Stock Exchange 
Intumucfcin: 

fterwn. Hddrine & Pknun NY. 

Rolan 55, HH2 KK Amsterdam. 

TeL + H-20-521US8. 
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fgyii jjha w; hy a hfi tty of UK sugar refining to maintain opiating profits 

US corn syrup and starches 
side helps Tate rise 25% 


Bob Baser 


By Clay Harris, Consumer Industries Editor 


A STRONG improvement from 
US corn syrup and starches 
and the weakness of sterling 
helped Tate & Lyle, the world’s 
leading sweeteners group, to 
increase pretax profits by 25 
per cent to £87-5m in the 26 
weeks to March 3L 

Tate said it expected sacra- 
lose, its no-calorie sweetener, 
to receive regulatory approval 
by the end of 1990. It also 
expects its pursuit of Berlsford 
International, the British 
Sugar parent for winch it has 
not yet wmito an nffiHai hid, to 
be referred to the Monopolies 
and Mergers CammisfQan. 

The interim result was in 
lfaw with market expectations, 
and Tate's shares added 4%p to 
dose at 276p. 

The advance from £704m in 
the 1968-89 first half came an 
turnover ahead by 11 per cent 
to £L68tm (£L52bn)- With tally 
diluted earnings per share up 
30 per emit to lL7p (Bp), the 
interim dividend rises by 14 
per cent to a4p (24p). 

Tate was helped by three fac- 
tors in particular: 

• The tumround at Staley, the 
US maize processor which 
Tntwte $30m (£184m) in the first 
nlnna, against a 
in the same period of the 
previous year. 


• A £9 4m boost to profits 
from acquisitions, especially a 
full six-month contribution 
from a mater , the US cane 
sugar refiner which was part of 
Tate for only three months of 
the comparable period. 

• A £6.6m benefit from the 
«tiite in sterling. Of this, £4m 
genu* from the US and Cana- 
dian earning end about cam 
from the strengthening of the 
Belgian franc. 

Mr Neil Shaw, cha irm a n , 
was also heartened by the abil- 
ity of UK sugar refining to 
maintain operating profits at 
£19m despite a £44m decline in 
backdated support payments 
from' the European Commu- 
nity. 

Staley’s dramatic recovery 
enabled cereal sweeteners and 
starches to account for the 
largest single «ii«« of profits at 
£59.2m (£37m). Within this sec- 
tor, the European contribution 
slipped to £17.7m (£18.6m). 

Cane and bed sugar made 
profits of £61m (£4L5mX and 
sugar trading and byproducts 
contributed £16-8m (£LL3m) 
helped by a &L3m profit on a 
ship diaposaL The loss from 
other businesses and activities 
doubled to yam. Part of this 
reflected the cost of reftnWsh* 
tag Tate’s Thamesside head- 


at Sugar Quay, near 

„ Tower of London. 

Businesses for sale, all of 
winch have now left the group, 
accounted for reduced profits 
of £5m (£124m). 

• COMMENT 

Considering all the special fac- 
tors, and the fact that s ugar 
and corn syrup consumption is 
unlikely ever to grow faster 
than papulation in Europe and 
North America, it is unsurpris- 
ing that Tate is Mowing the 
sncralose horn louder than 
usual, and that it has chosen 
tins moment to focus an the 
huge potential of vaftmadded 
starch products. Expansion in 
the consolidating Mexican 
sugar market is also worth not- 
ing. But H mi ted wpwirte in the 
n utriti ve sweetener core also 
means a limited risk in reces- 
sion. Tate not only expects a 
monopolies referral erf its Beris- 
ford ambitions; it wants one. 
This would give another three- 
month respite, allowing gear- 
ing to fall below 100 per cent 
before the question of Md fin- 
ancing to be faced. Tate, In any 
case, wfB not pay over the 
odds. Aaanmfag foil-year prof- 
its of £220m, the shares are 
fririy valued on a prospective 
tally diluted p/e of 9-2. 


Europa Minerals tops 
£3m in first full year 


In its first full year as a listed 
company, Europa Minerals, a 
mining - finance house, 
achieved pre-tax profits of 
£34fen far the 12 months ended 
January 31 1990. 

For illustrative purposes 
only the comparison Is shown 
as a loss of £1270. 

Earnings worked through at 
5.3p fioss 6.4p) and there is a 
dividend of lp. 

The results of the coal 
operations, which Included 


Preston Coal Company of New 
South Wales, Australia, for the 
seven months since acquisition 
had been satisfactory. 

The all and gas interests had 
shown good performance and 
oppor t unities had been taken 
to realise investment profits 
and redeploy funds Into core 
milling activities. 

During the year the group 

acquired a near 42 per cent 
interest in Burmtue, an Austra- 
li an g old wrfaiTig company. 


Barbican improves 
to £197,000 midway 

Bartdcan-HoldingB, the Third 
Market Industrial holding 
company into which Mr Ron 
Fopiriy, the chairman, reversed 
his companies last year, 
reported pre-tax profits ol 
£197400 for the six months to 
end-December 1988. 

That compared with 
£158,000 last time and was 
achieved on turnover ol 
£X-79m (£883,000). 

Net Interest payable rose 
from £225400 to £310400. 

Tax took £77400 (nfl) leav- 
ing earnings per share at 041p 
<0.015p). 


Which company 

...has reported record results? 

. . . has increased turnover hy 39%? 

. . . has increased profit before tax by 34%? 

. . . has increased earnings per share by 50%? 

... has recommended a 30% increase in 
dividends? 

... has growing confidence for the future? 


Turriff, of course! 1989 was another record year for 
Turriff. It was a year when diversity proved to be 
our strength. 

Vfe embark upon the 1990’s determined to give 
shareholders a continuing growth in dividends by 
concentrating our resources in those areas where 
we believe the best returns r»n be achieved. 

If you would like farther information on Turriff rail 
Malcolm Parker on 0926 410400 or complete the 
coupon below. 


Malcolm Parkar 

I Financial Director 

"Ulrriff Corporation pic 
I PO Bax 78 

I Budbraoke Road 

| Vferwick CV34 5XJ 

I m 0926 410400 


Please send me 
information on: 

□ The Group 

□ Construction 

D Residential Property 


□ Commercial Property 

□ Plant Hire 

□ International Plan Cere 

□ Marketing Services 

□ Temporary Labour 


H 


Name. 


Address. 


Postcode 


1— — J 


Tekphane, 



FT2 


u 


L. 
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michael 
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Thursday May 3 199 


-Who Cares Wins 



and 

the founder father of the P& ~~ 
He also forecast more «mh 
60% of workstation sales would 
be sold through Indepe nden t 
Sales Organisations (ISO), 
Manufacturers would concen- 
trate on soiling to large corpo- 
rates by oflbriiig networks for 

fi li n g, di ary imw pmwnf . imJ 
mailing. ISOs would develop 
powerful _ customer support 


m 1982 personal computers 
were micros. There was no IBM 
PC. No standard. Wnirign w tW 
of IBM using third party chan- 
nels to sell anything. 

However, the 1980’s proved 
more than dramatic for the 
Computer Industry. At the 
start of the decade the micro 
chip was news, 16 kilobytes was 
large and disk capacities were 
also measured in kb’s. 

Today we see megapel 
screens and disk capacities 
measured in gigabytes. Pefbr- 
mance MihaiMwimmfa have 
been achieved with price stabil- 
ity. This coupled with massive 
volume growth Kwh enabled 
manufacturers and ISO’s hKIta 
to keep up their revenue 
streams and achieve substan- 
tial sales. 

In feet many larger ISO’s 
have simply becomes low cost 
sales force for manufac tu re r s. 
Taking all of the cost HMn 
profit to gain market share, 
they face a new dflwmmw. Now ' 
the predicted one for two Ka« 
become reality In the USA, is 
this the measure at which sat- 
uration is defined? 

Chuck Peddle was amazingly 
accurate in his predictions. lie 
did, however, underestimate 
the amount of business Oat 
ISO’s would actually do. In the 
UK more than 90% of IBM Per- 
sonal Systems were sold by 
dealers in 1969. 

This was due to dealers get- 
ting into the IBM corporate 
market place prepared to sell at 
far less than me manufacturer. 
Many of the larger dealers 
deliberately avoided the prob- 
lems of business support a nd 
concentr a ted on volume sales. 

Having sacrificed .profit in 
the first decade' of the newcom^ 
’pater industry, ‘many are now 



Mike Roberts, Chief Executive (right) ft Barry Jackson, Deputy Chief Executive. 


Romtec (the Indiwtzy’B mar- 
ket analysis guru) said in its 
April 1990 review, “It’s becom- 
ing increasingly clear that con- 
tinued growth in computer 
markets m file 1990’s wQl depend 
cm value-added resellers". 

Pie flrt ure b elongs to agrown 
up industry. Micros have 
become more than personal 
computers. They are capable of 
exceeding in rise the mid range 


systems of the 80’s. They are 
affordable by moderate size 
businesses. Price performance 
enables this large business sec- 
tor to justify and utilise folly 
integrated systems. 

There wfllbe still the need to 
fahift boxes” into large 
accounts as they continue to 
change over from unintelligent 
wor k stations to Personal Sys- 
tems, hut even in these areas 
twrfiiiinwl support is becoming 
more relevant than price. 

A a PCs have gained vxrtnally 
the power and speed of main- 
frames, so their potential has 
broken through the barriers of 
transaction processing and 
office systems. The speed -of 
data retrlevalreceived-anoduBT 
major boost in March with 
IBM’s wwTirnnewrmwit of super 
fast and super sized storage 
devices for PS/2. The power of 
the 38ft and 486 with these 

disks, with multimedia oonnao- 
tiyity, with compression of 
video data - DVT - operas a 
whole new area of computing. 

Just when Chock Peddle was 
foretelling the futur e, char- 
tered accountant BBke Robots 
-was making amove. For several 


years he had been Financial 
Director of Qfrex Group Pic, 
working with George Dreader 
the entrepreneur founder who 
made mintonw from the one- 
perdesk stapler concept 

Mike Roberts proceeded to 
buiH a sofid business, based on 
commitment to quality and 
excellence and . tins has paid 
dividends in that the business 
has doubled its profits in every 
year of its existence. 

In 1990 MICHAEL is trading 
at in excess of a film per 
annum with a staff lewd of 9L 
The acquisition in 1969 of the 
micro and mid range s oftw are 
business of Moore Computing 
elevated the company into the 
toptanaf the<4001BM'PC deal- 
ers and enhanced the com- 
pany’s ability to provide com- 
puter solutions through its well 

established IBM Mid Range 
operation. 

Identifiying with the need to 
become ‘centres of competence’ 
the primary objective of 
MICHAEL was to provide real 
business solutions through 
qualified advice, computer con- 
sultancy and technical support 

Each market sector needs dif- 


ferent skills. MICHAEL 
responded positively with a 
divisionalised structure, viz: 

• Corporate division wher e 
the coverted IBM System 
Centre status held since 1987 
significantly contributes to 
increased sales of PS/2 com- 
puters to large multi-national 
and UK corporate companies. 

• Public Sector division 
recognised as IBM’s leading 
supplier of PS/2 and networks 
to schools, universities and 
local authorities. 

49 Industrial and Commercial 
Systems division providing 

application Oriented solutions 

with increasing emphasis on 
UNIX based systems. 

A IBM Mid Range division for 
niche market application 
software plus tailored prog- 
ramming for System/36 and. 
AS/400 comp ute rs. 

A Multimedia division newly 
created to explore the horizon 
and maximise the potential 
from converging technologiea. 

• Service Division - having 
dedicated training staff which 
have built up an enviable repu- 
tation for application and net- 


work training at two locations, 

^ an extensive network of 
ware engineers who pro- 
vide support maintenance. 

Father key elements of the 
MICHAEL route to success lies 
in providing career opportun- 
ities for staff establishing pro- 
fessional rapport with clients 

from corporates to developing 
companies And building busi- 
ness partnerships with leading 
suppliers. 

Two employees with 
MICHAEL from »» beginning, 
Nichola Evans, now Head of 
Public Sector division and 
Mark Reader, responsible for 
Industrial and Commercial 
Systems activity, have been 
rewarded with early Board 
appointments. Management 
struct ur e has been further 
strengthened by the recent 
appointment of Barry Jackson 
as Deputy Chief Executive. His 
vast experience in the compu- 
ter services industry will be 
utilised in Kin role of running 
the Corporate and Mid Range 
divisions as well as helping to 
gear the business for the 90’s. 

In addition to its many IBM 
accreditations, IBM has recog- 
nised the MICHAEL commit- 
ment to excellence through 
quality. For the last three 
years, MICHAEL has been pre- 
sented with the highly valued 
IBM Quality Dealer Award. 
This year MICHAEL at its 
Burgess Hill HQ was also very 
proud to receive the prestigious 
IBM Dealer of the Year Award 
for the South of England. 

1992 will bring further oppor- 
tunities for growth outside the 
United Kingdom. 

Plans are in hand for the com- 
pany to establish itself in conti- 
nental Europe and they should 
reach fruition by the end of this 
year and once in place will pro- 
vide MICHAEL with a Euro- 
pean market profile. 

To augment two company’s 
long track record of developing 
software for IBBft mid range 
System 36. 38 and AS/400, 
MICHAEL has set up a sepa- 
rate organisation which is 
going through the final phases 
of authorisation to become an 
IBM agency, which will allow 
MICHAEL to add the AS/400 to 

istportfolk*. 

This will make MICHAEL 
Business Systems Pic almost 
unique in ite capability to pro- 
vide the completo range of IBM 
products from the PS/2, 6150, 
BS/B000 to the AS/400 with a 
fan range of application 
software products, training, 
maintenance and on-going sup- 
port MICHAEL ia quite sunpty 
a caring, complete computer 
services operation. Having 
carefully invested in resources, 
skills and competence in the 
1960’s MICHAEL is already 
prepared for pl a nned take off in 


RAM Golf UK The Business of 

tee-off with MICHAEL Education Training 

M n l nfflinin pr a lpaiting 

position in the expand^ 
mg golf market has 


enabled RAM Golf UK, the 
United Kingdom distribution 
subsidiary of the RAM Golf' 
Corporation of Chicago, to 
increase turnover from £L6m 
in 1987 to £3 j5oh in 1989. In 
developing the business, ft 
became obvious to RAM, that 
one piece of equipment was 
definitely not up to par for the 
course - its computer! 

Faced with the need for a 
complete new sy ste m, RAM cal- 
led in consultants. Touche Ross 
and Co to produce a specifica- 
tion on its com putin g require- 
ments. This was submitted to 
several leading computer ser- 
vices companies for tender 


d i rector, 
bs “One 
ay other 
d they 



effectiveness of their proposed 

co m puter solution e nable d us 4-1— _ 1 llllAn 

to confidently place the iMtal- UJ Tftg AW US 
latum of our new computer ays- 
tern with MICHAEL Business 


Stuart Barber ad* 
f|oalw more *K<m 
clearly demonstn 


understood our business prob- 
lems. Furthermore, members of 
thin dealer’s sales team also 
possess professional accoun- 
tancy qualifications in addition 
to c omputi ng expertise. These 
factors combined with the cost 


The MICHAEL solution that 
meets RAM’s computing needs 
is an IBM local area network 
with eight workstations and a 
Model 80 fOeserver running 
SMB folly integrated business 
applications software. Modules 
include Sales and Purchase 
Older Processing, Sales 
Analysis, Stock Control and 
Sales, Purchase and Nominal 
Ledger, aided by installation, 
T¥nTvl<T m ViTT<-n Hnn on il training 

RAM now has an effective 
grip to control its 420 product 


B arnfield College, Luton, 
is using two new powerful 
IBM Local Area networks 
installed byMICHAEL Business 
Systems Pic to teach Office 


Systems _ Pic to teach Office 

A iiton i mti nm ftryt Informatio n 

Technology to 1990 industry 
standards. 


profitability analysis and mar- 
keting data to 128 contracted 
gplf club professionals and 1400 
other outlets in the UK. 


Ian Brooks nod Virginia 
Kerridge of Barnfield College. 


Attwoods choose MICHAEL to aid 
their expansion 

A ttwood’s Pic is the parent farfKtiiw. Howev er , the com- remote lota t innfl comprising systems development involve 
company of a group of pany outgrew tKfa service in a IBM PS/2 micro computers and p l an ned introduction of local 
companies i nvolved in short time, its rapid growth. 5250 to rmina la . area networks at remote 


A ttwood’s Pie is the parent 
company of a group at 
companies involved in 
the Waste Management and 
Quarrying _ Industries with 
operations in the United King- 
dom, United States and West 
Germany. Drinkwater Sabey 
limited the principle United 
Kingdom subakfiaxy of 
Attwoods is a long established 
and highly successful waste 
Aigpo naf, aggre gates and land- 
fill company. 

Drinkwater Sabey employed 
the services of an on-line com- 
puter bureau with customised 
stock and order p^oceesing 
systems which pro n!ed sales 
invoicing and sale* analysis 


feriUtww. However, the com- 
pany outgrew this service in a 
short time, its rapid growth, 
soon overtaking the processing 
and rep ort i ng capsMHM@s of 
the bnrean. In addition? the 
company's board had decided to 
upgrade and improve day-to- 


develop and implement a 
variety of packages that 
ntehutori feA iB t^^^oductiO^, 

36 computer was selected. This 
: was subsequently enhanced to 
a “D* Modal and currently 
Supports some 65 users in 


remote locations comprising 
IBM PS/2 micro computers and 
5250 terminals. 

Together with Drinkwater’* 
senior management, MICHAEL 
Bosness Systems team drew up 
a feasibility and user specifica- 
tion that defined this fast 
growing company’s cu r ran t 
and future requirements 
accurately. 

A development phase fol- 
lowed in which these 
specifications were turned into 
a fall technical design and 
- implementation p rogr am me, 
and then, finally into systems 
and software to meet their 
specialised objectives. Con- 
tinued enhancemen t s and 


systems development involve 
p l an ned introduction of local 
area networks at remote 
locations. 

-—Attwoods endorse that a 
dose w orkin g relationship was 
the key to t£e success of this 
project The assocation con- 
tinues, with MICHAEL Busi- 
ness Systems providing 
enhancements to increase pro- 
ductivity and coet-effic^ncy for 
the. . company. Drinkwater 
Sabey is currently oonKidermg 
the implementation of systems 
for the workshops which main - 
tain Drinkwater Sabey’s large 
commercial fleet mring IBM PS/ 
2 microcomputer networked on 

IBM Taken Ring. 


Ian Brooks, Barnfield chief 

prfmiTn’ilt T ^fr ya States. 

"By combining the image of 
IBM with the total competitive 
package offered by MICHAEL, 
we were able to go for the most 
pow er ful, moat capable, most 
reliable and most used PC art- 
work in industry.* 

According to Vngbia Kerridge, 
Barnfield senior lecturer IT, 
“Dus significant edge MICHAEL 
has over rivals istaat amongst 
its many IBM accreditations, it 
is both a Systems Centre trad 
Specialist Education Centre. 
This dealer knows the working 
practices of both industry ana 
education.* 

The separate but i dent ical 
Token Ring networks, located 
over three miles apart, ran 
Novell Netware, QED 2 and a 
variety of s oftwa re on the latest 
PS/2 micro fflianiml mafhinRft. 
Each configuration has a 386 
fOeserver, a comma server and 
twenty 286 hard disk colour 
monitor MCA PS/2*. 

Each comma server emulates 
a mainframe to communicate 
with the other network. Intelli- 
gent modems make use of the 
CbUege’s internal .telephone 
system and enable students to 
access Prestel and other public 
bulletin services economically. 


IAN front-mid software, fit 
provides hey office func ti ons 
such as electronic mad, 
diary and a meeting scheduler 
as well as data manager, 
pirqject planning and modem 


MICHAEL has provided train- 
ing at all levels. "It is no good 
installing state - of - the - art 
Office Automation and IT sys- 
tems as Barnfield College now 
has, without due regard to 
quality staff training; coo- 
dudes Ian Brooks. 


Major UK Bank 
installs LLAMAS 
Package 



Kate Leadbetter, Manager Property Finance. Derek Medd, Head 
of Management Services and Mark Passingham, Project Manager 
TOstpac with Barry Jackson Deputy Chief Executive, MICHAEL 
celebrating the completion of the LLAMAS Project. 


W T estpac General Finance 
1 / 1 / Ltd, a wholly owned 

T T subsidiary of the 
Westpae Banking Corporation 
of AuWalia recently purchased 
mw> are mata*niTtg MICHAEL’S 
liMni. T .wiring ft Mortgage 
AccoonttegPackage (LLMfiA§3- 

The system, which has been 
extensively enhanced and mod- 
ified to meet Westpac's require- 
ments, will be used by their 
property and consumer finance 
division and will handle all of 
their current business. The 
finished system will be ideally 
suited for future development 


keeping Westpae abreast with 
the ever changing finance envi- 
ronment, and already planned 
are the introduction of new 
agreement types and addi- 
tional reporting functions. 

Of course, LLAMAS inter- 
faces folly with MICHAEL’S 

is design ed^fcTprovUe* quick, 
accurate answers to questions 
concerning financial status as 
well as efficient control over all 
transactions. 

The package provides fall 
processing of Westpac’s personal 
loans, leasing agreements, and 


News 
in Brief 


• WOOLWICH BUILDING 

SOCIETY - MICHAEL Business 

Systems foothold in the 
Woolwich. First deliveries were 
maria in January and farther 
development of the account is 
planned throughout 1990. 

• BARTLE BOGLE ft 
HEGARTY subsidiary The 
Lexington Street Group has 
installed MICHAEL’S media 
scheduling and accounting pac- 
kage, Adpac. Adpac runs on 
either IBM PS/2 micros or Mid 
Range System/36 and AS/400 
minicomputers. 

• WESTMINSTER City Coun- 
cil £230,000 contract for IBM 
LM5 - Local Management of 
Schools -awarded to MICHAEL. 
Installations comprise 65 stan- 
dalone and networked systems 
at 50 schools. 

• BRIGHTON Borough Coun- 
cil is networking for Equal 
Opportunities ana higher stan- 
dards of Houses in Multiple 
Occupation with new IBM netr 
works installed by MICHAEL. 


mortgages as well as providing 
improved management infor- 
mation. 

The packages have been 
installea on the Svstem/36 at 
Westpac’s Maidenhead office 
and will be in use at Westpac’s 
branch offices through England 
via Remote Controller and PC 


networks. 


Multimedia: yours to command 

A dd stereo sound, super add up to £106,000. Now, using Tb service the growing interest 

VHS quality vision and a hard disc and software, anther- in these converging technologies, 
tench screen control to ing and professional collation ia MICHAEL Business Systems 


A dd stereo sound, super 
VHS quality vision and 
touch screen control to 
IBM computer power, and you 
have Multimedia. However, 
Multimedia is NOT just 
another presentation package. 

At Disneyland, for example, 
it ia used for instantly record- 
ing and transmitting photo 
details of lost children right 
around the complex. Major 
retailers are looking at captur- 
ing complete catalogues and 
using intelligent touch sensi- 
tjrc screens for customer selec- 
tion and ordering. Catalogues 
and pricing changes be 
instantly updated from a 
remote central processor. A 
minor car wiMTiiifartnnpr is 
Booking to use video conferenc- 
ing to ensure their most experi- 
enced engineers can inspect 
and analyse problems in diffe- 
rent plants without having to 


Multimedia is the concept of 
the 90’s. It offers users the 
cmjxutunity to get more from 
their computers. Interactive 
video has been around for some 
time. It has, however, been the 
domain of specialist production 
companies where just pressing 
the disk could cost £40,000 ana 
desi gn i n g the material could 


add tm to £100JX)0. Now, using 

a hard disc and software, anthar- 
ing and professional collation is 
available to the PC user. 

Two outstanding software 
products from IBM are spear- 
heading this revolution in 
computers: IBM's Audiovisual 
Connection (AVQ and IBM 
LinkWgy. 

AVC allows the capture and 
editing of sound and images for 
the creation of special effects 
and presentations of outstand- 
ing resolution and colour. Qual- 
ity sound and photographic- 
Hkn pictures combine to offer 
stunning displays. 

Providing wwiiIm- finalities, 
IBM LinkWay is an easy to use 
authoring s ystem which is well 
suited for the production of 
training and education mate- 
rial, again linking with a vari- 
ety of other media to create a 
powerful teaching and presen- 
tation facility. 

Use the same technology for 
developing staff skills or per- 
sonnel training. Internal and 
external corporate presenter 
tions come alive with profes- 
sional production style product 
and management info rm ation. 
Tour computer becomes the 
friendly interface for infor- 
mation exchange in the 90’s. 


Tb service the growing interest 
in these converging technologies, 
MICHAEL Business Systems 
pic has formed a new Multi- 
media Division. Geoff Lambert 
has joined MICHAEL from IBM 
to head the new dxvudan. 

MICHAEL is thus uniquely- 
placed for the 1980’s to extend 
its penetration into Corporate, 
Education and Training mar- 
ket places. The company has 
complemented its own sales, 
training and support personnel 
with business partners who are 
able to enhance its own skills 
base on hardware and software 
products. 

Inno vati ve multimedia semi- 
nars are being held at 
MICHAEL’S premises in 
Burgess HQL On 9th May there 
is a LinkWay educational and 
training presentation. On 16th 
May the first seminar in the UK 
to cover IBM AVC for corporate 
customers is being staged. 

MICHAEL has already effec- 
tively demonstrated video con- 
ferencing by linking separate 
company stands at the IBM "90 
Show earlier this year at the 
NEC, Birmingham. The com- 
pany will also be exhibiting 
Multimedia with IBM at the PC 
User Show at Olympia on 19th 
to 21st June. 
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FINANCIAL TIMESTHURSDAY MAY 3 1990 


AMCOAL 

Anglo American Coal Corporation Limited 

(Incorporated In the Republic of South Africa) 



Results for the year ended March 31 1990, and declaration 

of final dividend 



1990 

1989 


R000 

R000 

Turnover 

1752 584 

1445716 


Operating profit before amortisation and 

depredation 

Deduct 

Amortisation and depreciation 
Operating profit 

Interest and investment Income (net) 


519338 

59964 


361442 

50236 


459374 
104 286 


311206 
53 005 


Profit before taxation 

Deduct 

Taxation 

-Current 

-Deferred tax benefits 


563 660 
305 774 


364211 
193 675 


292493 
13 281 


149817 
43 858 


Profit after taxation 

257896 

170536 

Deduct Earnings attributable to outside 



shareholders in subsidiary companies 

1673 

4924 

Earnings attributable to Amcoal shareholders 

256 213 

165 612 

Dividends declared: 

96564 

74 943 

No. 133 of 125 cents per share declared October 31 1989 

31237 

23 654 

No. 134 of 260 cents per share declared May 2 1990 

65327 

51 289 

Number of shares in issue at March 31 

24989943 

24899223 

Estimated number of shares qualifying for final dividend 

25 125 943 

25 019 223 

Earnings per share (cents) 

1 0233 

665.1 

Dividends per share (cents) 

385.9 

300.0 

Interim 

125.6 

95.0 

Final 

260.0 

205.0 

Dividend cover 

2.7 

Z2 


The annual report for the year ended March 31 1990 will be posted to members on or about May 14 1990. 


Dividend 


On Wednesday, May 2 1990, the directors of the 
company declared final dividend No. 134, as follows: 


Amount (South African currency) 

260 cents per share 

Last day to register for dividend 
(and for changes of address or 
dividend instructions) 

Friday, Junel 

Registers closed from 
to (Inclusive) 

Saturday, June 2 
Saturday. June 10 

Ex-dividend on Johannesburg and 
London Stock Exchanges 

Monday, June 4 

Currency conversion date for 
sterling payments to shareholders 
paid from London 

Monday. June 4 

Dividend warrants posted 

Thursday, June 21 

Payment date of dividend 

Friday, June 22 

Rate of non-resident 
shareholders’ tax 

15 per cent 


The full conditions relating to the dividend may be 
Inspected at the Johannesburg and London offices of 
the company and its transfer secretaries. 

By order of the board 

Anglo American Corporation of South Africa Limited 

Secretaries 

per A. H. X Mlllenaar 

Senior Divisional Secretary 

Transfer Secretaries 

Consolidated Share Registrars limited 

Edura, 40 Commissioner Street 

Johannesburg 2001 

(P.O. Box 61051, Marshalltown 2107) 

and 

Barclays Registrars Limited 
6 Greencoat Place 
London SW1P1PL 


Registered Office 
44 Main Street, 
Johannesburg 2001 


Johannesburg 
May 2 1990 


London Office 
40 Holborn Viaduct 
London EC1P 1AJ 





Cooperative Insurance 


£1 BILLION 
BREAKTHROUGH 

Record growth in 
premium income 


Another record 
increase in premium 
income, to £ 1 ,032 million 
(exceeding £1 billion for 
the first rime). 


Results for 1989 

msJ IVIotor and 
property insurance 
premium income up to 
£411 million. 


Household and 
motor policyholders qualify 
once again for special 
discounts on their 
premiums after just 3 years. 


Life assurance and 
pensions premium income 
up by 25% to £591 million. 


Surplus on life 

assurance and pensions 
business up by 29% to £379 
million - further increases 
in bonuses. 


■successful 
launch of first two unit 
trusts by CIS Unit 
Managers Ltd. 


Tbtat Premium 

Income 

1984-1989 

Bure « 

Qhon-ufe 
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4 tit is pleasing to be able to look back on yet 
another successful year for the Society. The pattern of 
our business is changing much more rapidly than was 
the case ten or more years ago, and the future success 

of the Society will depend on our ability to respond to 
the radical changes being brought about in the 
financial environment in which we operate. 5? 

From the Report of the Chairman, Me O. Jf. Wise, OBE, 
to the Annual General Meeting on 2nd May 1990. 


CO-OPERATIVE INSURANCE SOCIETY LTD., MILLER STREET, MANCHESTER, M60 0AL 


UK COMPANY NEWS 


Kwik Save disappoints market 


By Maggie Urry 

SHARES IN Kwik Save fell 46p 
to close at 470p yesterday when 
interim pre-tax profits, far the 
28 weeks to March to, came In 
below market expectations at 
£39.5m, against SSSLSm. 

However, Mr Graeme Sea- 
brook, chief executive, said the 
pressure an operating margins 

would be reversed in the sec- 
ond hall; when the impact of 
non-recurring costs or of costs 
which also affected the second 
half of the previous year would 
no longer be felt. . 

The group raised sales by 28 

per cent to £747. 7m (£584.4m). 
Of the increase, inflation 
accounted for 5.5 percentage 
points, new Kwik Save stores 
3.5, Victor Value stores 
acquired in February 1989 and 
converted to Kwik Save stores 
7.2, and increased volume 
through comparable Kwik Save 
shops 12 , a rate of volume 


growth well above the industry 
average, Mr Seabrook said. 

But operating margins fell 
from &£ per cent to 5 pear cent, 
as operating expenses rose. 
This trend would reverse In 
the second half with profits ris- 
ing at a feato* rate than salon 

Pressure on margins had 
come from the indushm of Vic- 
tor Value stores which oper- 
ated at lower margins than 
KwDe Save stores; from refur- 
bishment costs; introduction erf 
electronic «mwnfr»g which dis- 
rupted trade a nd m eant more 
overtime payments; increased 
advertising spend; higher 
wages and short term problems 
with computer systems which 
needed updating. . 

The itattwjatlnrt rtimyp bad 

risen reflecting capital expen- 
diture, which was up from 
£18m to £29m in the half year. 

Interest receivable had fallen 


from g? ?” 1 to £2m because <tf 
highe r stock levels relating to 
changes hi warehousing, and 
because a corporation tax pay- 
ment had been brought for- 
ward by three month* wfateh 
had cost £700,000 in the half 
year, Mr Seabrook' said. 

T aking on the brighter side. 
Mr Seabrook said the group 
had reversed trends of about 
three years ago when it had 
been losing market share, cus- 
tomers were buying a smaller 
p roport ion of their groceries in 
Kwik Save and the average 
transaction was not rising as 
fast as fnHaHnn- Market share 
was now 7 A p« cent, he said. 

The move to extend the 


stm boosting sales. Now two 
thirds of sales were going 
through scanning tills. 

He said 10 stores had been 
opened and three relocated in 
the first half which was fewer 
tii aw hoped. About 20 would 
open in the second half mainly 


been made possible by the 
introduction of scann ing — 
previously check-out operators 
had remembered the price of 
every ft^an in the store — was 


B tirm- The group now had 35 
stores in the London area 
which together were about 
breaking even, Mr Seabrook 
said, and bad gained L7 per 
emit of the London market 
Asked about Dairy Farm, the 
Hong Kong based group which 
took a 25 per cent stake in 
Kwik Save in 1987, Sir Timothy 
Hartford, chairman of Kwik 
Save, said that although he 
had been cynical about Dairy 
Farm at first the relationship 
had proved “re mark ably . 

frinruffy and constructive.” 

See Lex 


GKN sells foundations 
business to management 


By Clare Pearson 

GKN, the UK automotive and 

pntHnppring wn nw, is mTHtigto 

foundations business to the 
management for £26^m. 

The business, to be renamed 
Keller, fa nned a amaP oart of 
GKN*s industrial services divi- 
sion. Last year it made trading 
profits of £4.4m on sales of 
£101 .5m from operations in the 
UK, US and West Germany. 

GKN said yesterday that it 
viewed Keller as serving “lim- 
ited markets of limited size.” 
There were better opportuni- 


ties for investment elsewhere. 

The disposal did not imply it 
had any plana to restructure 
the rest <x the industrial ser- 
vices division, where the aggre- 
gate trading surplus was £75m 
last year. 

Keller provides services in 
the areas of foundation sup- 
port, underpinning, ground 
retention, ground, water con- 
trol and seismic protection. 

The management buyout is 
funded by Candover 1989 Fund, 
part of Candover I n ve st me nts . 


Expedier more than 
doubles profits to £l%m 


Expedier Leisure has made 
“enormous progress” towards 
its aim of being one of the lead- 
ing suppliers of services to the 
sport, exhibition and entertain- 
ment industries. 

In 1989 it lifted turnover SI 
per cent to £10-56m (£6.56m) 
and more than rfrmhlprf pre-tax 
profit to «-2Sw» (£583,000). 

Earning s per share were 5.7p 
(4L2p). However, after a giJttm 
extraordinary loss on ft* 
of subsidiaries, there was a 
retained deficit of £1.04m 
(credit £87,000). Therefore, no 
ordinary dividend be paid; 
but the directors are planning 
a capital reduction and Intend 
to pay an interim of at least in 
in October, fallowed by a final 
later. 

Mr Conor O’Brien, chief 


executive, said die group was 
clearly defined into services 
and products. Services covered 
sporting events, conference 
and exhibition, and entertain- 
ment, and luted turnover from 
£2.7m to £4.1m and doubled 
operating profit to £700,000. 

Products achieved turnover 
of £3.7m ($500,000) and operat- 
ing profit £300,000 (£200,000). 
Activities are the supply of 
clay pigeons and TMniifei^ii^ i 
of walking sticks. Scanrowas 
sold for £1 leaving valuable 
long leasehold properties to be 
disposed o£ 

At December 31 borro win gs 
had risen to Site but by end- 
1990 should be below £3m 
through the sale of surplus 
assets and tiie strong cash 
flow. - • 

r-- J'fi 


Globe confirms 
no SE action 

Globa Investment Trust 
officially confirmed yesterday 
that it had been informed by 
the Stock Exchange Insider 
dealing unit on Tuesday that 
no farther action was pro- 
posed In respect of the acquisi- 
tion by the British Goal Pen- 
sion Funds of a stake in the 
company from Standard Life. 

The company’s board said 
yesterday that it wished to dis- 
associate itself “from any sug- 
gestions that have been made 
in the press and elsewhere 
other than to that effect" 


Rumanian bid 
unconditional 

By Clare Pearson 

The £65m cash offer for Walter 
Runciman from A vena, Swed- 
ish property, construction and 
security concern, was 
declared unconditional 
yesterday. 

A vena said it now owned a 
total of 4&3 per cent of the 
shares and. had received accep- 
tances in respect of a filrther 
7J9 per cent 

Runciman finally recom- 
mended Avena’s terms of 
690p in cashlast week. 
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DIVIDENDS ANNOUNCED 




Current 

payment 

Date of 
payment 

Carres - 
ponding 
dividend 

Total 

for 

year 

Total 

last 

year 

HP Group § 

fin 

0.6 

_ 

235 

2 

3£ 

Europe Minerals tin 

1 

July 20 

- 

1 

- 

FHzwWoo 

— fin 

2* 

- 

1J5 

3-5t 

as* 

Kwik Sow* 

lot 

3.7 

July 2 

3 Jt 

- 

106 

Royal BkSote — 

— inf 

2-8 

- 

2-4* 

- 

7.2* 

Shllnh 


1.75 

- 

1.5 

2-625 

2.375 

Tats ft Lyle 

int 

3.3 

July 23 

Z 9 

- 

9 

Usher WaBcer — 

fin 

7J5 

- 

7 

11 

10 


Dividends shown pence per share net except where otherwise stated. 
‘Equivalent after allowing tor scrip issue. tOn capital increased by 
rights and/or acquisition issues. §USM stock. SRJnq noted stock. CThlrd 
market ^Jrish currency. *For 18 month*. 


Elders IXL (Finance) PLC 

£300,000,000 

10%% Guaranteed Notes Due 1992 
Unconditionally guaranteed by 
Elders IXL limited 

Noteholders of the above mentioned Issue are hereby informed chat the 

Issuer changed la name on 10th April 1990 toe 

Eldera IXL Treasury (XJK) PLC 
Thane will be no stamping and no exchange of die Notes. 

The principal and interest will be paid by the Issuer under its new 
name. 

The Notes remain listed on The Lmceffheang Stock Exchange under 
die old name followed by the new name. 

The Guarantor remain! the same. 

Elders KL Limited 

27-39 Currie Street, Adelaide, Sooth Australia 5000 


Bankers Trust 
Company, London 
3rd May, 1990 


Agent Bank 


IEP raises holding in 
Utd Scientific to 26.2% 


By Clara Pearson 

IEP SECURITIES, the UK 
investment vehicle of Sir Ron 
Brieriey, the New Zealand 
> matnftgwmim i jinn been buying 
more shares In United Scien- 
tific Holdings, the defence con- 
tractor which narrowly 
escaped being taken over last 
year. It now holds 26J2 per cent 
of the equity. 

IEP said yesterday It had 
bought a further &23m shares, 
increasing ita stake by about 
four per cent. 

USH has said that IEP, 
which first declared a 93 pear 
cent holding in February, has 
indicated that It does not 
Intend to bid for the 
company. 

Yesterday Mr Nick Prest, 


USH*s chief executive, said; We 
have discussed policies for the 
future or the company with 
them and there appears to 
be a coincidence of views. 
Clearly, If there were a dis- 
agreement that could be diffi- 
cult- 

shares in USH closed yester- 
day iirv-hawgad at 68p. 

Meggltt, the specialist engi- 
neering group, last November 
dropped its £l04m bid for USH 
even though it had won accep- 
tances representing 83 pear cent 
of the shares. 

It cited adverse financial 
information revealed by 
USH after the bid was 


UK ECONOMIC INDICATORS 


ECONOMIC ACTIVITY- bfcfioas of Material production manufacturing output 
(1985-100); engineering order* (C trillion): retail soles volume (1985- 100)rretall 
sales value (lfl08« 1M); r egl s tBr»d unemployment (excluding school leavers) and 
aiflUad vacancies (OOOs). AH aeea o n alty ad jus ted. 
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BXIBMAL TRAM- Mtoao of export and Import volume (1880-100; vWtrie 
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Fitzwilton rises 
sharply to I£12m 


UK COMPANY NEWS 
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By Jane Fuller . 

FITZWILTON, ffie investment 
group headed by the Irish- 
American businessman Mr 
Tony O'Reilly, saw its pre-tax 
profit surge to I£l2.l5m, or 
£lL8m, iu 1988. 

That compares with I£5_2&m 
achieved in the previous is 
m o nt hs. Sales at the acqmsi- 
tive group, which has just 
taken a stake in the loss-mak- 
ing glass and china concern 
Waterford Wedgwood, multi- 
plied to I£244.l4m ft raras m j or 
18 months). The 1988 figure 
Includ ed a seven -month full 
coDtribotfon from Keep Treat 
the UK car distributor. 

Mr Patrick Dowling, a mem- 
ber of Fitzwilton’s executive 
committee, said Keep had five 
Ford and five General Motors 
dealerships. The latter had 
benefited from the success of 
the new Vauxhall Cav alier . 

Acknowledging a forecast io 
per cent downturn in UK new 
car sales this year, he 
responded that 70 per cent of 
Keep’s profit came from servic- 
ing, repairs finanrfng , 

On the UK-based cash and 
carry side, which included five 
months from MG, Mr Dowling 
said profit was up 25 per cent 

In a full year, profit contri- 
butions would be: motoring 40 
per cent and cash and carry 30 
per cent, with the rest coming 
from the manufacture, in 
Ireland^ of chest freezers and 
reflective road signs and - 

Vehicle liwmwi pTatuxi 

Because of share issues, 
earnings per share advanced 
less rapidly to lL2p (9.3p). 

Last month the group 
announced the issue of about 
33m shares at 12Qp to raise 
IE39.6m. Of this, I£25m was ear- 
marked for Ftizwfitoa’s share 
of a 29.9 per cent stake in 
Waterford Wedgwood acquired 
with Morgan Stanley, the US 
investment bank. 


Mr Dowling said the impact 
on Fitzwilton of Waterford 
Wedgwood, which last year 
lost j£29m after tax, would be 
very Thnited because it owned 
only 9:4 per cent 

The balance of the cash 
raised would help to reduce 
Flfczwilton's borrowings of 
l£22J3n and provide scope for 
further purchases. The two 
prongs - would " be the core 
cash-and-carry and motor busi- 
nesses. and branded products. 

A final dividend af2p makes 
a total of &3p (3.5p for 18 
mouths). . 

• COMMENT 

Although full-year contribu- 
tions from Keep, M6 and 
Novum, the freezer maker, will 
ensure t*”* sales continue to 
surge ahead, earnings are 
expected to foil because of the 
extra paper. On Waterford 
Wedgwood, the first question is 
will the investment pay off? 
3he current strike is seen as a 
crucial trial of strength. The 
second question is: will it sap 
Fitzwilton’s management 
strength? Mr O’Reilly, also 
phalrman of Heinz, and Mr 
Kevin McGoran, chief execu- 
tive, Join the Waterford Wedg- 
wood board. The Fitzwilton 
camp plays down the diversion 
and says a strong team 
remains. But what of Fitzwil- 
ton? It has the scope to expand 
Its core areas aggressively, par- 
ticularly by picking up lan- 
guishing garages. Yet in the 
long term its ambitions in 
branded products field suggest 
that the down-to-earth core 
might be used to generate cash 
for more glamorous forays in 
which the benefit to earnings 
takes rather, longer to filter 
through. A pretax profit fore- 
cast of IElfim gives a prospec- 
tive multiple of about 10, 
which seems about right. 


B&C and plans for 
Celltech stake disposal 


By Peter Marsh 

CELLTECH. - a private 
biotechnology company, said 
yesterday it was 

looking for a senior 
industrialist to take over as 
rfrirf HBiwiti iw and chairman. 
The announcement appears to 
maan thw company is likely to 
remain inthe hands of a range 
at shflrohnMflT K for the foresee- 
able future . 

Celltech's fixture has been 

nruwtatin far Bnmft months as 
a result of a decision last - 
year by British & Common- 
wealth Holdings, the compa- 
ny’s largest shareholder, to put 
its 36 per can* stake up for 
sale. 

ogymany had 

B&Cs share in Celltech is 
thought to be worth about 


ptsm, it has become dear in 
the past few weeks that the 
stake is unlikely to be sold to a 
single buyer, in which case 
control of Celltech would 
remain split between a number 
of shareholders. 

In line with this, Celltech 
said yesterday it had decided 
to press on with settling the 
question of senior management 
at the company. 

Mr Gerard Fazrtkwgh, chief 
executive of Celltech, said at 
the end of- last year he would 
retire shortly. 

Baring Brothers has can- 
vassed a number of large drugs 
companies about the idea of 
taking over CeDftech. Few have 
been keen to do this although 
there is some interest in taking 
up part of the B&C stake. 



General Accident 


POLL RESULTS 


Results of the polls taken at the meeting 
convened by The Court of Session and 
held on Wednesday 2nd May 1990 for the 
purpose of considering a Scheme' of Arrange- 
ment in connection with the establishment 
of a new non-jnsarence hnMIng company 
*Genexal Accident pk! 

General Accident Fife and Life Assurance 
Oou pc rat i om jric.is pleased to announce that the 
resolutions put, respectively to meetings of the 
holders of General Accident Ordinary Shares 
and General Accident Convertible Loan Notes, 
were duly passed by the requisite majorities m 
accordance with Section 426(2) of the Companies 
Act 1985. 

Subjectto the approval ofThe Court of Session it 
is anticipated that the Scheme of Arrangement 
will become effective on 6th July 1990. 

General Accident Fire and life Assurance Corporation pie. 

World Ifeadquarttr* Prtheavlia, Perth, Scotland PH2 0NH- 



Over 1 upto2 15 15 14% 16 16 15*1 

Over 2 up m3 14% 14% 14% 15% «% 15 

Over 3 up to 4 14% 14%. 14 15% 16% 14% 

Over 4 up to 5 14% 14% 13% 15% 16% 14% 

Over 5 up to 6 14%.. 14% 13% 14% 14% 14% 

Over6upto7 — 14 13% 13% 14% 14% 14% 

Over 7 up to 8 13% 16% 14% 14% 14% 

Over Sup to9 13% 13% 13% 14% 14% 14 

Over 9 Up to 10 ~ 13% 13% 13% 14% 14% 13% 

Over 10 up to 16 13% 13% 12% 14% 13% 13% 

Over 15 up to 25 13%. 12% .. 12%. . 13% 13 12% 

Over 25 — 12% 12% 12% 12% 12 12% 

■NoA-ouota loans B ore 1 per cent higher in each case than non-quota 
loans A. tEqual Instalments of.prindpaL tf Repayment by hatt-yearty 
annuity (fixed equal half-yearly payments to Indude principal and 
Interest). 9 With half-yearly payments of interest only. 


Far-reaching implications of Crown’s sale 

lan Hamilton Fazey looks at the Williams’ paint disposal to Nobel Industries 

M R BRIAN McGowan, the company advances. It is might allow a return to the loyalists switching within the this determined the value 
chief executive of strong In Scandinavia, France acquisition traiL Williams had Crown portfolio. Crown to NobeL 

Williams Holdings, and Italy but the last of these said that it believed there This means better added The rise of out-of-town she 


M R BRIAN McGowan, 
chief executive of 
Williams Holdings, 
says that its UK-based Crown 
Berger paint business was not 
exactly for sale but always 
open to offers. Having pruned 
it down and separated out the 
best bits to keep, Williams was 
not ah that happy with it. 

So when Sweden’s Nobel 
Industries afeng with a 
mtnimam of £205m he grabbed 
it. 

With UK consumer spending 
uncertain, the sale shook! have 
a beneficial effect on williams ’ 
financial performance this 
year, but it will also have 
far-reaching implications in 
European, tf not world, paint 
markets. Crown Berger Is one 
of the better regional players 
in a highly competitive market 
where ownership has for 10 
years been concentrating 
among a few, mainly cheml- 


the company advances, ft is 
strong in Scandinavia, France 
and Italy but the last of these 
is a fragmented, if growing 
market, with hundreds of com- 
panies. Crown will give the 
Swedes solid stability in a good 
long-term market, whatever 
the temporary ups and downs 
of the UK economy. 

IQ warmly welcomed the 
deal yesterday: “Whatever new 
competitive pre ss ures this cre- 
ates, we thmk that it is a good 
thing that Crown is going into 
tiie ownership of a company 
tftgt is in the long-term paint 


It is second in the UK to ICL 

but ItS Mtwinal no Ton of nr r mprt 

100m litres made it about 
eighth, fa Europe, a similar size 
to Becker, Sweden’s market 
leader and Nobel’s rival. The 
purchase has moved Casco-No- 
bed, the Swedish group’s paint 
division, from to 

near the top with Akzo and 
IQ, producing about 250m lit- 
res. 

Mr Ove Matson, Casco-Nobel 
chief exec utiv e says that this 
will soon rise to nearer 300m as 


However, ICI is more 
relieved that the buyer was not 
Akzo, the Netherlands chemi- 
cals giant which is its most 
aggressive competitor in 
Europe. That would have left 
Id well in second place as the 
European single market 
approaches fa 1992, whatever 
its strengths as the world’s 
largest paint company. 

Mr McGowan was ex p ecti n g 
an offer from Akzo after weeks 
of rumours — untrue, he says 
- that Crown was for sale. 

Certainly, there have been 
ques tion- marks in the City 
over Williams’ exposure to the 
consumer sector, squeezed by 
current conditions. 

There have also been queries 
over bow quickly the group’s 
gearing levels - 40 per cent at 
end-1989 after deducting assets 
(not Crown) held for sale — 


might allow a return to the 
acquisition traiL Williams bad 
said that it believed there 
might be buying o pport un ities 
in the wake of the general 
downturn in business levels, 
although remained non-com- 
mittal about its own plan* 
Yesterday, Mr McGowan 
admitted to being ready to 
unload for the right price. 
What was left of Crown seems 
to h ave b een sitting uneasily in 
the Williams conglomerate. It 
made ns per cent on sales last 
year - good by paint industry 
standards, but not by Wil- 
liams’. 

D ecorative paint, the sec- 
tor Crown is mainly in, 
is at the low added 
value, low price and relatively 
low technology end of the 
building and home products 
market that Williams is In. 
Moreover, the business is only 
number two fa the UK market, 
which is dominated by ICFs 
Dulux brands. Mr McGowan 
says that Williams ban long 
been unhappy with this lowly 
position and saw no prospect 
of it changing 

Indeed, Crown’s two techno- 
logical innovations - Solo, its 
one-coat gloss brand and 
Advance its emulsion equiva- 
lent - have done well. How- 
ever, the relative shares of 
Crown and ICI remain alwwwt 
the same; industry sources say 
that any change appears to be 
among existing Crown brand 


loyalists switching within the 
Crown portfolio. 

This means better added 
value - the new brands sell at 
a premium of £2 above the nor- 
mal £10 for 2% litres - bat not 
enough for Williams, which 
wanted a faster rate of 
improvement 

Mr McGowan also said yes- 
terday that he feared ICX's 
response. The market was get- 
ting tighter as consumer 
spending started to fan, lead- 
ing to worries that ICL taking 
a longer view, would be less 
worried about embarking on a 
price war. 

IQ dismissed this view, 
claiming that Solo and 
Advance were good for the 
industry simply because they 
added value, forcing competi- 
tion in quality. It now expects 
even more from Casco-Nobel, 
which it anticipates will take a 
lon ger view than WSttams on 
the speed of returns from 
research and development 

An indicator of Casco-No- 
bel’s commitment is that it is 
paying a high price for Crown, 
equivalent to about a year’s 
turnover. Mr McGowan says 
that it works out at a price- to- 
««rnhtg« ratio of about 15 and 
Is undmstandably pleased. 

How e ver, Crown’s assets are 
worth £lQ2m in the books, and 
are modem, and Mr Matson 
says that running a decorative 
print business is about market 
Share and nurtoting and that 


this determined the value of 
Crown to NobeL 

The rise of out-of-town sheds 
serving DIY home improve- 
ment markets has halved the 
numbers of retail outlets for 
paint by nearly half from 
20,000 In 1979. The sheds deter- 
mine marketing strategy, not 
t he paint companies. 

helf space is reserved for 
three brands only: the 
k-J two leaders, which spend 
most on television advertising, 
and the retailers’ own-label 
products. Television spending 
by the brand leaders, ICI and 
Crown, mirrors their respec- 
tive market shares. IQ has 34 
per cent and spends at least 
£6m, double that of Crown, 
which has 17 per cent. 

On top of that. Crown has 
about a quarter of the own-la- 
bel business, which accounts 
for 40 per cent of all sales. ICL 
like Kelloggs in cornflakes, 
does not make paint for any- 
one 

Mr Matson thinks that £205m 
is therefore fair, although he 
may yet end up paying more: 
for every £1 of sales above 
£205ra, Casco-Nobel will have 
to pay another £2, up to a max- 
imum total price of £240m. 

However, Williams wins 
either way: if the price stays at 
£205m. Crown will have missed 
budget. If Williams had not 
sold, that would have meant at 
least £3£m off this year's proj- 
ected profits. 


Swedish bid 
values Cont 
Microwave 
at £15.8m 

By David Owen and 
John Burton 

USM-q noted Continental 
Microwave (Holdings) yester- 
day announced the terms of a 
rec omme nded cash offer from 
Pharos Holdings, subsidiary of 
Nobel Industries of Sweden, 
which values the Luton-based 
ma nufa cturer of communica- 
tions equipment at EISJbn. 

Under the terms. Continen- 
tal shareholders are to be 
offered 230p per ordinary 
share 112p per convert- 
ible. The group's directors and 
certain of their family mem- 
bers who hold fa aggregate 
26.7 per cent of the ordinary 
shares and 0.1 per cent of the 
convertibles have undertaken 
to accept the bid fa respect of 
their entire holding. 

The shares rose 85p to close 
on a par with the offer price at 
230p. 

Mr David Young, Co ntlnen- 

tal chairman, said that the 
deal would enable the com- 
pany “to exploit more fu lly its 
existing and future opportuni- 
ties.’’ He said “we have felt 
uncomfortable that we could 
be the target of an unwelcome 
bid”. 

In March, the group 
reported interim pre-tax prof- 
its of £126,000 (£26,000 IMS). 


W The Royal Bank 
M of Scotland 

Clearing banking and financial services 
from ow 870 bra nche n Jiiuughom 
the UK and ovoraam 


CHARTERHOUSE 

Merchant bonking, 
devatopment capital. 
M o Ue ma h lngondaoairMw 


Lowing, te ao rhug, inst all w it fl n on o o, 
hire purchase, contract Nre 


Insurance underwriting 
covering motor, home 
end credit Insurance 


CAPITAL 

HOUSE 

Investment 

Management 
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Citizens Rnanoal Groue Inc. 

US regional bank holding company 
baaed in Rhode Island 


Profits maintained in difficult 

trading conditions 

"THE SLOWDOWN IN THE ECONOMY IS EXPECTED TO CONTINUE DURING 1990 AND ALTHOUGH SCOTLAND IS 
EXPECTED TO FARE BETTER THAN MUCH OFTHE REST OFTHE UNITED KINGDOM, TRADING CONDITIONS OVERALL ARE 
UKEUr TO CONTINUE TO BE DIFFICULT NEVERTHELESS, PROVIDED THERE IS NO FURTHER DETERIORATION AND 
THE TRENDS WE HAVE SEEN RECENTIY CONTINUE, WE REMAIN UNDAUNTED BY THE PROSPECTS FOR THE 

SECOND HALF OF THE FINANCIAL YEAR.” Sir Michael Herries 

Chairman 


Compared with the correspond- 
ing period last year, interim pre- 
tax profits at The Royal Bank of 
Scotland Group increased by 
£2.6 million to £173.6 million. 
Sharply higher levels of pro- 
visions for bad debts in the half- 
year to 31 March 1990 offset 
an 11 per cent increase in total 
income. Sales of rescheduling 
country debt gave rise to a 
£10.8 million release of excep- 
tional provisions made in recent 
years. 

Despite the difficult econ- 
omic environment, the Group’s 
six operating divisions contin- 
ued to trade profitably, and in- 
creased their business volumes. 

The Group's total assets 
have increased by 16 per cent 
since 31 March 1989 and now 1 
stand at £29.6 billion. 

The interim dividend has 
been raised by 16.7 per cent 
from 2.4p to 2.8p per share. 

We have continued with 
our development strategy. In 
February, we acquired a 19.9 per 
cent interest in Banco de 
Comercio e industria, SA, a 



(Unaudited) 
Half-yea - to 
31st March 
1990 
£m 

(Unaudited) 
Half-year to 
31st March 
1989 
£m 

(Audited) 
Yfearendto 
30th Sept 
1989 
£m 

Profit before taxation 

173.6T 

171.0 

228.2t 

Profit attributable to 
ordinary shareholders 

138.9 

109.2 

147.1 

Retained profit 

117.9 

90.7 

92.4 

Total assets 

29,593.9 

25,445.5 

27,435.7 

Total shareholders’ funds 

1,510.2 

1,294.8 

1,410.7 

Earnings per 

25p ordinary share 

13.9p 

14.9p* 

19.9p 

Dividends per 

25p ordinary share 

2.8p 

2.4p* 

7.2p 

Dividend cover (times) 

5.0 

6.2 

2.8 

t Includes exceptional profits of £10.8m arising from the sale of LDC 
debt (1989exceptional charge of £108.3m for the year). 

* Adjusted to show the effects of the capitalisation issue in September 
1989. 


Profit before taxation increased to £173.6m. 

Total assets increased by 16% and now stand at£29.6bn. 
Dividend raised by 16.7% to 2.8p per share. 


Portuguese commercial bank in 
which Banco Santander Group 
holds a 29.9 per cent interest as 
part of our alliance. That same 
month. Citizens Financial Group 
agreed in principle to acquire 
BankWorcester Corporation, a 
bank holding company based 
in Worcester, Massachusetts, 
which would provide Citizens 
with access to an important 
new market and increase their 
customer base. Completion of 
the acquisition depends upon 
the necessary regulatory con- 
sents and the fulfilment of a 
number of conditions including 
limitations of new loan loss 
provisions. 

Our new joint venture with 
The Scottish Equitable Life 
Assurance Society for the sale 
of life products was established 
as Royal Scottish Assurance pic 
in March. 

Last December, we an- 
nounced our intention to sell a 
controlling interest in A T Mays 
Group to Carlson Travel Group 
Inc., and this was completed on 
30 April. 
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French seek to calm an unhappy marriage 

N ikki Tait reports on CCF’s decision to intervene at Framlington 

A few weeks ago, Mr Paul banking group which sold a saw the logic of joining forces year by news of a Department Wned with FmnHngton’s TJKJ 

Loadi . managing dlzeo- minority stake to Throgmorton - nni t trust lands are high- of Trade and Industry inquiry US presence and Itsexpertise 

tor of Throgmorton in 1S88, said that it would re- margin bnt volatile, while into, insider deal in g in respect on the equity ride. The the m es 

investment trust money is 


A few weeks ago, Mr Paul 
Loach, managing direc- 
tor of Throgmorton 
Trust, appeared to have 
reached the end of his tether. 

Asked, probably for the ump- 
teenth time, what the atmo- 
sphere was like at the trust’s 
Framlington fond management 

subsidiary, he leapt across the 
plush lobby in the group’s new 
Broadgate offices and flung 
open a door. It revealed a typi- 
cal fund management office 
awash with low-key diligence. 
There was definitely no blood 
on the carpet, not even a raised 
voice. 

This, it should be admitted, 
is in some contrast to the pic- 
ture regularly painted of the 
fund management business 
which Throgmorton acquired 
after a bid struggle in 1988. 
Over the past couple of years, 
disaffected employees on the 
Framlington side, have given 
the press a rich vien to tap, 
and few adverse events - 
mainly centring on staff depar- 
tures - have gone unnoticed. 

The saga has undoubtedly 
been one of the most painful 
running sores the City has 
ever endured. In essence, it has 
represented a gp"»rin<» culture . 
dash between two “people" 
businesses. That, in turn, has 
led to some very public snip- 
ing. And a large number of 
innocent employees and inves- 
tors have been caught in the 
cross-fire. 

Yesterday, the “solution* 
materialised. Credit Commer- 
cial de France, the French 


banking group which sold a 
minority stake to Throgmorton 
in 1388, said that it would re- 
acquire a 25 per cent interest 

in the fund manageme nt bust 

ness. This time, however, it 
will have the ability to move to 
a majority position. It win also 
get an initial three seats on the 
12-man board, and its presi- 
dent, Mr Rene de la Serre, 
talked in flowery terms about 
creating “a unique European 
fund management group.” 

But if COP'S arrival seems 
like a much-needed interven- 
tion, it also poses as many 
questions as it answers. For a 
start, will it stabilise the situa- 
tion at Framlington, particu- 
larly in terms of farther senior 
staff outflow? 

Secondly, what does the 
apparent change of heart say 
about the strategy of the 
French bank, ana changes 
underway in the fund manage- 
ment sector generally? And, 
thirdly, are there further gen- 
eral lessons about hostile pred- 
atory action for “people" busi- 


ASSETS UNDER 
MANAGEMENT 
at Nor 30 1989 (£m) 
Unit trusts 
Investment trusts 
Private clients 
Institutions/ 
charities/life funds 
Pension funds 
Total 2,« 


The background is complex, 
hi a nutshell, Framlington, a 
quoted fond mmwpmwn^ com- 
pany formed two decades ear- 
lier by partners of stockbro- 
kers Laurence Prnst, was 
approached by Throgmorton 
Investment Management Ser- 
vices in 1986. 

Throgmorton, a privately- 
owned fond manager, differed 
from Framlington in that most 
of Its funds were in the invest- 
ment trust sector. Both sides 


more stable but less profitable 
- and Framlington bought 
TIMS for £12Jim. 

As a result of the deal, 
Throgmorton Trust, the largest 
of the TTMS foods, ended up 
with 15 per cent of Framling- 
ton, making it the second larg- 
est external shareholder after 
-CCF, which held 2&8 per cent. 

Wi thin a year, Wianagmrnnt 

styles at Framlington and 
TTMS bed dashed. The French 
decided they wanted out and 
Throgmorton - representing 
the TIMS camp - bid for 
Framlington. Framlington 
searched vainly for a white 
knight, bat eventually wrung 
some mar ginal improvements 
in Throgmorton's terms and 
recommended the offer. 

The internal situation, how- 
ever, did not improve. Mutter- 
ings continued, boosted last 


year by news of a Department 
of Trade and Industry inquiry 
into insider dealing in respect 
of share sales by directors at 
Acatos & Hutchinson, a small 
e d ihte ofla group. Mr Bob Sea- 
brook, the former investment 
manager of Throgmorton, was 
one of the directors involved. 
Mr Seabrook, along with other 
directors, denied any wrong-do- 
ing. 

There was farther angst over 
the sacking of Mr Patrick 
Evershed, a long-established 
Framlington analyst — amove 
later deemed by an industrial 
tribunal to constitute unfair 
fliamisMi. That prompted Mr 
Bill Stuttaford, who had stayed 
on as Framlington’s chairman, 
to leave altogether, while Mr 
Anthony Milford resigned from 
the board. 

Some senior Framlington 
staff were still tied by “golden 
handcuffs”, but overall the dis- 
sident lobfry could list about a 
dozen departures, ranging from 
fairly junior employees to some 
senior fond managers and ex- 
Laurence Prust partners, such 
as Mr Christopher Whttehouse 
or Mr Ian Rodgers. 

So will CCF*s re-em er gence 
put an end to the unsettled sit- 
uation? 

Yesterday, there seemed to 
be a feeling that the move 
.would probably help, despite 
the hank’s previous rede. CCF, 
for its part, was keen to 
wnphaidsp the complementary 
strengths of the two businesses 
- its own European, Canadian 

fflMi Vai- x m nu rH ft nBj mm. 


bined with Framlington’s UK/ 
US presence and ftsexpertise 
on the equity ride. The themes 
echoed tno f* sounded in many 
of the recent links formed 
recently between continental 
Hanim and UK fa*n* manage- 
ment groups. 

However, Mr Loach said 
there would he an tmcUpping 
of the handcuffs, together with 
the associated “noncompete" 
restrictions. These resulted 
from a five-year arrangement, 
set up when Laurence Prnst 
formally cut its links with 
Framlington, and not previ- 
ously due to expire before 199L 

Ce r t ain sums have been paid 
annually to ex-Laureuce Prust 
partners and anyone leaving 
early foregoes the money not 
yet The of fla w ben- 
efits have never been quantif- 
ied in detail, but the wiwmi 
increments are behaved to be 
worth about £50,000. 

This “uncuffing", yet to be 
formally notified, the 

structure of the CCF deal inters 
estingl Although there is a 
cash down payment, foe bank 
is baring foe second p a yme nt 
on 2.75 per cent of funds 
management next year. Mr 
Loach, however, denied that 
this was a precaution in case 
any funds left the group. It was 
rather, he said, a period In 
which, datafla of foe eventual 
marriage could be settled. 

Even so, analysts suggest 
that the price which the 
French are paying for their 
Framlington “re-entry" is 
fairly generous. According to 
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Mr Philip Gibbs, analyst at bro- 
kers Alexanders Laing & 
Cmlckshank, foe' effective 
price-tag as a multiple of fee 
income is in line with other 
recent deals but, as a percent- 
age of funds under manage- 
ment, “represents foe best 
price since the summer of 
1988.* 

As for the French change & 
heart that was greeted with 
same raised eyebrows in Lon- 
don and only partially 
explained by Mr de la Serre 
yesterday. He suggested that 
“the market h«« changed"; and 
that wben CCF previously sold 
its Framlington stake “it was 
not in our mind to be so inter- 
national." Now, he said, CCF’s 
aim was to be a European 
investment bank. 

Even If there are no further 
ructions,' foe character of 
Framlington will have altered 
irrevocably. For unitholders, 
there have been some 
increased charges, broadly 
forecast when Throgmorton 
sought controL one inde- 
pendent adviser yesterday 
described recent ftmd manage- 
ment performance as “rattler 
pedestrian". That sakL at least 
from Throgmorton’s viewpoint, 
there has been no great out- 
flow of funds so for. ■ 

But with almost everyone 
Involved admitting privately 
that they would not proceed in 
quite the same way again, per- 
haps the enduring, lesson of the 
affair jg tha inadvisability of 
hostile bids in “people" bust- 


BLP 10% rise 
helped by North 
America 

By Vwiiii HonMer 

BLP, the USM-qnoted 
laminates mmLhHngs com- 
pany, yesterday announced 
pretax prof i t s of £ 2 JDm for . 
1989, a 10 par cent increeae 
over the £l^lm scored last 

Mbul 

However, earnings per share 
fell from 8.5p to S^lp, 

refiectinr the shares Issued to 

buy Woodtape Group, an edge 
banding group and Berg 
Group, a West German 
wrappe d mouldings manufac- 
turer. 

RT.P bIm wnwimiBd the naki 

of TBS, tbe lamina fawt compa- 
nies bought in 1988, to its orig- 
inal owners far £1.73m. TBS, 
which sells to constrnetton 
and shop fitting markets, saw 
its profits foil last year and a 
recovery to 1988 profit levels 
la not envisaged in the short 
term. The co mpany said It had 
di«npH shape ere* acquiring 
TBS aud it wish ed to focus on 
core burin iwncs. 

Profits In the UK dropped 
from £2.5 lm to £588,000 In 
1989, reflecting the difficulties 
of the furniture and DIY 
In dustr ies. North Am e rica jm p- 
tzfbnted an operating profit of 
gi-Qgm, c om p ar ed with a loss 
of £897,000 previously, and 
£802^)00 came from Europe. 

The company said that cur- 
rent trading conditions 
r ema i n ed diffi c u lt bec ause of 
high interest rates. However, 
it exp ec t e d some syn erg y bane- 
fits to be realised this year. 

A final dividend of OJSp was 
declared, making a total of 2$ 
(SAP). 

John Menzies 
acquisition 

John Menzies has purchased 
Cargo save, a leading 1ATA 
wholesale air cargo consolida- 
tor. Cargosave offers whole- 
sale air c a rgo services to the 
air freight forwarding 






Shareholders who attended Unilever’s annual meetings fa 
London and Rotterdam yesterday were rewarde d with 1-ounce 
bottles of J itwnfr de Dkmiant, a fimited-edltlon perfume forran- 
to mark the 60th anniversary of the corporate affiance 
which created the Anglo-Dutch food and consumer group, writes 
day Wary l V- 

More titan 100,000 bottles of foe French perfume - a combina- 
tion of rose, ]««wiw», ants, rare woods and mosses, lily of foe 
valley and “a win of heliotrope" - will be distributed to many 
Unilever staff vraridwide, but will not be sold commercially . The 
was after a year in which Unilever’s acquisi- 

tion of Faberge rod Elizabeth Arden made It one of the world’s 
largest cosmetics companies. 

Moreover, it reflected foe nostalgic nose for fragrances of Sir 
MhdueT Angus, -nah-renwi (above), who began his business life In 
toDetxies. He mM he perce i ved a “sniff of lilac" although the 
formula gave no indication any was included. 

The board emerged from the London AGM smeOfaig of roses, 
capped by a fulsome from Mr Hugh Jenkins of Pru- 

dential Portfolio Managers. Only a few thorny questions punctu- 


ated the day, which saw no new financial information because 
Unilever’s first quarter results are due an May 1L 

Sr Rfiduiri, whose histrionics even managed to squeeze a few 
chuckles out of the dry-as-dnst resafrttfcm to approve the divi- 
dend, was unfozed by the more pointed inquiries. 

To a call fear Unilever to support the “gallant Lithuanian 
people” by refusing to sell technology or products to the Soviet 
Unhui, he said: “1 have a feeling that we probably can’t do much 
to help Lithuania, latria and Estonia except to have sympathy." 
In any case, he said, the Soviet Union’s rridltty to boy goods - 
let alone value-added goods — is extremely doubtful in the short 
term." 

He was «hy» to give the same shareholder more satisfaction to 
an inquiry about a food ingredient. After consulting Iris techni- 
cal colleagues. Sir Michael said: “No, we don’t use tt any more, 
whatever it may be." Bowers, he was adamant th«* Unilever 
, intended to con tin ue salmon farming despite last year’s losses; 
the operations in Scotland and Chile were not environmentally 
unfriendly, he maintained. 

Questioned about Cnflever’s record In promoting women to 
exe c utiv e positions, Sr MkhaeTs pos iti v e tone was somewhat 
endermtnrrt when he observed that a follow director had given 
ran undertaking that before he left the board, there’d be a 
woman on tt. AD I can say to, lie’s quite young.” 

But if there were no women director s , at least he could print 
to Mr o™« gmtiitg , the ft w w w* Dutch S"»re* minister, who. 
joined Unilever NW advisory board yesterday. Cocking a snook 
at Barclays, Sir Michael said: we have our chancellor too.” 

Cadbury planning pref. 
share Issue In Canada 

By-Vanessa-Hocdder 


CADBURY SCHWEPPES, 
c onf ectionery and soft drinks 
company, is proposing to raise 
between 8150m and 8250m by 
the issue of c umulativ e perpet- 
ual preference shares in Can- 
ada. 

The shares, which will not 
be listed on any exchange, will 
reduce group borrowings, 
which were increased last year 
by £40Qm after several acquisi- 
tions. 

The issue will provide US 
dollar and Canadian dollar 
denominated funding, which 
will reduce its currency expo- 
sure. 

At ttie group’s annual meet- 
ing yesterday. Sir Graham Day, 
chairman, said that progress so 
for in 1990 was in line with 


He warned that, given likely 
interest costs and tbe bias of 
profits to the second half, the 
interim results would not indi- 
cate the trend for the frill year, 
although they 

should be in Hne with expect 
attorn. 

• Molina, the much-hid for 
man u fa cturer of cigarette 


m a chinery , held a short and 
subdued mbimI general meet- 
ing yesterday making only a 
fleeting reference to the cur- 
rent £76m cash offer from Leu- 
carti a National Corporation, 
the US manufacturing and 
financial services group. 

Mr Neil Clarke, Molina chair- 
man, said: “This bid Is com- 
pletely inadequate and is yet 
a noth er attempt to acquire on 
foe cheap foe value erf Molina 
which belongs to all sharehold- 
ers. We shall continue to 
de f e n d it vigorously an your 
behalf." - 


Enromoney 

Publications 

Euromoney Publications is 
buying Caxnrus Airport Pub- 
hshers for £Ll5m cash and not 
£700,000 as previously pub- 
lished. 

Mr Jeiemy Richardson, the 
controlling shareholder, will 
twelve a £600,000 down pay- 
ment, plus a further nunriwinm 
of £650,000 related to turnover. 




uiui me vjircuma Limitea {live Stock Exchange It does not 

constitute an invitation to the public to subscribe for or purchase any shares In TuBow Oil pic. 

Applicatio n win be m ade to The Stack Exchange for the grant ofpeonisskm to deal in the new Ordinary 
Shares end Warrants in the Unhsted Securities Market. It b emphasised that no implication has been made 
for these securities to be admitted to listing. 


TULLO W OIL PLC 

(Incorporated in the Republic of Ireland with limited liability under 

the Companies Acts, 1963 to 1983, Registration No. 109001) 


RIGHTS ISSUE 
of 

31*345,630 new Ordinary Shares of JR I0p each 
at IR 13p per share 

with Warrants attached for 11,754,611 Ordinary Shares 
oflR lOp each at IR 18.5p per share 


Particulars relating to the Company may be obtained durum nnrmai k»«- . 
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London SE29QU. 3i34 ^^™J Stre ^ 


Dublin 2. 
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Exchange, 46-50 Finsbury Square, London EC2A 1DD Part«2nSl ***1“ - and The Stock 
will also be available in the Extol Unlisted Securities MarketS^n^ frolu 29th ^ G ° inpany 
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TECHNOLOGY 


T he expression "shl- 
teake garisha”. or sub- 
contract company, is 
as oat of date in the 
world of. Japanese electronics 
as the expression tradesman's 
entrance is in the European 
business community. Instead, 
J apan’s blue chip electronic 
equipmen t manufacturers pre- 
fer the phrase “kyoryokn 
g alsha ", or co-operatfng com- 
pany. 

This cooperating relation- 
ship between the equipment 
maker and its suppliers is 
characteristic of. Japan’s elec- 
tronics industry — as well as 
i ts car industry, ft to one erf 
central planks which supports 
product quality, according to 
Taoao Kagono, processor of 
business administration at the 
University 'of Kobc. "About 90 
per cent of the quality of the 
prodnets is dependent cm the 
quality of the parts that, gnfatn 
them.", he says. 

Whereas in. Europe and the 
US parts manufacturers - the 
widget and cog makers - are 
usually viewed as the least 
glamorous sector of the elec- 
tronics Industry, In Japan they 
are more frequently reco gnised 
as Innovative technology com- 
panies. “Small entrepreneurial 
companies grow up round the 
big assembly companies nirt» 
Matsushita, and start off as 
suppliers to them, 1 * says 
Kagono. “When they acquire 
those then they can 

become global parts suppliers 
in their own right” 

The problem, says Norinobu 
Battori, senior manager 'for 
quality at Toshiba's portable 
computer factory in Tokyo, is 
to find a parts supplier which 
can shadow the development 
curve of the big manufacturers 
and keep up with their latest 
designs. If they achieve this, 
the cooperating relationship is 
a long-term one, extending 
beyond the lifetime of a spe- 
cific product 

Many western parts suppli- 
ers find this concept hard to 
digest says Kagono, citing the 
example of the UK arm of one 
of Japan’s largest electronics 
companies which tried to take 
the same approach with a UK- 
owned supplier. “The Japanese 
company was amazed that 
after they had agreed on the 
development of one compo- 
nent the UK company was pre- 
pared to stop there,” reports 
Kagono. 

The Japanese manufacturing 
system has spawned parts sup- 
pliers which rank with many 
of Europe’s largest and most 
prestigious electronic equip- 
ment manufacturers. Most 
European consumers will be 
familiar with the names of 
Sanyo, Sharp, Sony or Toshiba. 


Della Bradshaw, concluding a series on Japanese 
manufacturing success, describes the relationship 
between electronic equipment makers and suppliers 

Quality game of 
follow the leader 


VCR market penetration 

„ _ , EC main markets 

Portugai j— P (percentage of 


Consumer electronics 

EC market size 1989 (£bn) 


Colour TV 
7.82 



CD 0.92 

Hi Ft 2.99 Camcorder 1 .62 
Total market £21 .4bn 
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But the name of the Alps Elec- 
tric Company is more likely to 
be met with a stunned silence. 

Despite its westemaounding 
t i«wi>, Alps is a Japanese com- 
pany. R generated a turnover 
of Y376.7bn (£1.45bn) for the 
year ending March 31 1989. 

Al pa hw n prnm d nnnniftM-fam . 

ing facilities where its Japa- 
nese customers need its prod- 
ucts. It has more than 20 plants 
as far as Ansbafa 
Bnnfl J France, and Malaysia 

In 1964, when many Japanese 
electronic equipment suppliers 
hgpm moving, their manufac- 
turing bases to Europe, Alps 
established a base in Milton 
Keynes. 

in the UK. Aiwa specialises in 
making components for the 
videorecorder industry, such as 
tuners at radio frequency mod- 
ulators, supplying both Japa- 
nese manufacturers and indige- 
nous. European equipment 
makere. Prize the bade off one 
of today's videorecorders and it 
would be a fair bet than many 
of the widgets tucked hurirfe 
come from Alps. 

Tumbling off Alps 's interna- 
tional production lines are 
such things as electronic 
switches and television tuners. 


floppy disk drives and key- 
boards. The components on 
their own may not be very 
exciting. But together they 
comprise the bulk of the eleo- 
tronics industry's most popular 
products. 

The expertise of these “co-op- 
erating’* companies is not m 
designing and producing speci- 
alised chips - this is usually 
kept a closely guarded secret 
by the companies who have 
designed the products. Instead, 
their strength is in producing 
components of high quality 
ami reliability that go fatn spe- 
cific breeds of products - 
videorecorders, colour televi- 
sion sets or video cameras. 

“The key paint is how to pro- 
duce things, 1 * says Kyoshl 
Watano, managing director of 
Alps in the UK. “The product 

Haaig iM T tw« to of flu 

production process - the 
machinery the method — 
when they design the product 
The quality, cost and delivery 

tima depend on it" 

ras aed, W atano paints oatthe 
production process has had to 
become more automated to 
hanrfi» the tiny devices, and 
the parts makers have lad to 


develop their own sophisti- 
cated wiarMiwa to do the Job. 

The current r iTm * rlA is a 
machine designed, manufac- 
tured and used by Alps which 
mounts nearly 300 tiny compo- 
nents on to a printed circuit 
board at one fell swoop of its 
robotic arm. 

Employees from all the 
firm’s European competitors 
who visit the factory in the UK 
are shown the machine, 
because, Watano says proudly, 
there is no risk of them copy- 
ing the technique — they do 
not have th** ca paMHtjes to do 
so. 

Quality does not stop there, 
he says. There needs to be a 
“total approach", with the staff 
properly trained to use the 

In order tO mmtn+ntn 

the quality. One hundred of 
Alps’s UK staff, far example, 
have been sent to Japan for 
qwcial training. 

Watano is quick to hi g hli g ht 
continuing developments in 
manufacturing techniques, 
many intended to reduce the 
costs of producing older tech- 
nologies — colour televisions 
or videorecorders, for example, 
hi the UK Alps has developed a 
techniq ue to build four video- 


recorder modulators on one 
board. Once stuffed with com- 
ponents the boards are 
snapped apart into the four dif- 
ferent imna 

The dependence of the equip- 
ment makers on the high qual- 
ity and reliability of compo- 
nents is hi g hli ght**! by Kiyohei 
Kasaba, deputy general man- 
ager of Hitachi’s consumer 
electronics division, in Tokyo. 
He point out that 60 to 70 per 
cent of an components for his 
company’s consumer goods - 
videorecorders and video cam- 
eras are the most popular Hita- 
chi products - are bought in 
from parts suppliers, usually 
the same parts suppliers that 
make widgets for Matsushita, 
Sony and Sanyo. 

Given this, one difficult 
thing for the supplier is to 
maintain the confidentiality of 

the Customer. “ fkmWifawtiallly 

is our life." says Watano. But 
he believes that Alps’s inde- 
pendence as a supplier means 
manufacturers are prepared to 
divulge information early in 
the development cycle. 

The proof is in the pudding; 
Alps claims to be the world’s 
leading supplier in cer tain 
components, such as power 
supply switches, devices 
needed by all electronic equip- 
ment which uses a power sim- 
ply. Alps claims to have cor- 
nered between a 55 and 60 per 
cent of the world market 

Matsushita, which also 
makes many consumer elec- 
tronics goods ntittof the Pana- 
sonic and Technics brand 
js Alps’s main adver- 
sary in the Japanese compo- 
nents market 

By keeping silent Watano 
believes the cooperating rela- 
tionship enables his company 
to have access early in the 
ri**rign cycle for new products 
so that they can be first in line 
with the components. Never- 
theless, companies such as 
Alps have to carry out their 
own research and development 
work in order to keep up with 
their customers, hut mainly in 
basic techniques - materials. 
S lid) as ceramics or 
and manufacturing techniques. 

In Milton Keynes Alps is 
undertaking development 
work, but not basic research, 
for the European market. 
Much of that is involved with 
making components to con- 
form to European standards, 
says Watano. 

Internationally, the strength 
of Japanese component makers 
means that Japanese standards 
are becoming more widely 
accepted as the international 
norm. As Watano points out: 
“Nowadays most US companies 
use Japanese-designed compo- 
nents.” 


Computers listen 
to radio signals 

ONE of the biggest problems 
with installing a network of 
office computers Is where to 
house the mass of spaghetti 
wiring which Inevitably 
accompanies K. 

The answer could be to use 
radio si puds between the 
different computer terminals. 
Telesyst ems , of Toronto, has 
developed a radio-based local 
area network, celled Arlan, 
which will be aval table in the 
UK from ChaseCom, of Lon- 
don, to the autumn. 

Arlan uses a technique 
called spread spectrum tech- 
nology, which means that the 
date Is spread over a broad 
band to a much lower density 
than conventional radio sig- 
nals. The advantage of the 
technique, developed origi- 
nally for high security military 
applications, la that the sig- 
nals are difficult to detect by 
would-be tappers and there 
Is little chance of interference 
from other radio sources. 

The system la effective 
between IBM and compatible 
PCs sited up to 90 metres 
apart even when separated 

by walls. 


Lubricants that 
bear the strain 

BEARINGS emerge every- 
where, from tiie largest, 
greasiest machine to the ten 
in an electric oven. Wherever 
they are used, they need 
lubricating. 

Until recently there have 
been two main types of lubri- 
cants; sWoon e -b a s e d ones 
which perform well In ttie 
heat, and organic greases 
which withstand high pres- 
sure. In situations which 
required both — a domestic 
washing machine tor example 
— two different lubricants 
often had to be used. 

To overcome the problem, 
the Molycote division of Dow 
Corning, In Munich, has 
developed a lubricant which 
can happily withstand temper- 
atures of 180 deg C as wall 
as extreme pressure, it uses 
a combination of a lithium 
complex and polyester off. 

Although this Molycote BG 
20 htoricant Is synthetic it Is 
biodegradable. The manufac- 
turers say that after three 
weeks 90 per cent of the oil 
de com p o s e s. 


A fighter grip 
on adhesives 

GLUE can be a sticky subject, 
particularly If It loses Rs grip 


at the critical moment and 
the two places of malarial 
come adrift. 

To make sure adhesives 
do Uioir fob properly, Pora, 
the contract research com- 
pany based in Bath, has 
developed a vision system 
which keeps an eye on how 
robots on the production line 
apply the glue. The aim is 
to ensure that the right 
amount of adhesive Is applied 
in the right place, be it on a 
cooker or a car body. 

The vision system uses a 
charged coupled device — 
tiie photo-electric circuitry 
which Is used In video cam- 
eras. The Images from the 
production line are transmit- 
ted along an optical fibre pipe 
to the production control com- 
puter. 


Sun workstation 

rises faster 

AS the workstation becomes 
more popular as a tool for 
carrying out large processing 
tasks, even this speedy desk- 
top machine Is beginning to 
slow down under pressure 
of work. 

Sky Computers, of Chelms- . 
lord, Massachusetts, has 
developed a way of upgrading 
Sun workstations to make 
them go even faster. Its Sky- 
bolt board Increases the 
machine's processing speed 
by between seven and 20 
times. The board contains 
two Rise (reduced Instruction 
set computing) microproces- 
sors from Intel, the 1880 and 
the i960. 

The UK distributor of the 
board, Microsystem Services, 
of High Wycombe, believes 
the board will find a home 
In such applications as finan- 
cial modelling, seismic analy- 
sis or simulation. 


The package’s 
vanishing act 

A PACKAGING material which 
dissolves in water but Is not 
affected by solvent-based 
chemicals has won its Inven- 
tor this year's In s titu te of 
Packaging award as Packag- 
ing Innovator. 

David Edwards developed 
the packaging concept tor 
Rhone-Poulenc Agriculture, 
part of the French Rhone-Pou- 
tenc group. Although initially 
developed for use In agro- 
chemicals It could have appli- 
cations In many other Indus- 
tries. 

The package comprises 
a pouch made of polyvinyl 
alcohol, a water-soluble plas- 
tic. But when filled with sol- 
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by Della Bradshaw 


vent-based herbicides II main- 
tains Its toughness. 

The filled sachets are then 
housed in en Injection 
moulded polypropylene pot, 
from which they can be 
dropped straight Into a tank 
of water. There, the packag- 
ing dissolves end the herbi- 
cide Is diluted. 

The advantage of the pack- 
aging Is that it minimises the 
chances of the chemical 
touching either humane or 
the outer packaging, which 
is discarded. 


Preserved tree 
keeps its looks 

OPEN plan offices often seem 
like a forest of greenery these 
days, with tropical plants 
sprouting from every corner. 

But after a few months the 
air conditioning and heating 
often reduce the poor shrubs 
to a wilting mass. 

Enter the preserved tree. 
Developed In the Netherlands, 
by Shsmex of Aalsmeer, and 
sold In the UK by Inscape, 
of London, the trees require 
no tight, no water and no soli 
— just a dust down every 
three months or so. 

The trees are preserved 
by dipping their roots In a 
chemical soup which the plant 
sucks up in the same way 
as a flower In a vase drinks 
water. The main chemical in 
the solution Is glycerine. 

The only problem with the 
frees Is they do not grow - 
which may be an advantage, 
both In the case of the palm 
tree on the one hand and the 
bonsai on the other. 
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Now that most of the financial problems of the Channel Tunnel project have been settled 
—at least until the next crisis— Europe has a renewed opportunity to focus on the major transport 
issues which will face it in the coming decade. Will the UK Government, British Rail and the private 
sector take full advantage of the opportunities and challenges which the completion of the tunnel 
will bring? What is the future for the femes industry? What is the EEC proposing for the 
implementation of a common European transport system? The extent of Hie progress to date, and 
the problems it presents for national governments and private industry, will be at the heart of the 
Financial Times conference on European Transport in the 90s. Speakers include: 


The Rt Hon Cecil Parkinson, mp 

Secretary of State for Transport, UK 

M. Andrd Benard 

Co-Chairman, Eurotunnel 

M. Bernard Lathi&re 

Chairman & President of the Board 
Aero ports de Paris 

Professor Peter Hall 

Director, Institute of Urban & Regional Development 
University of California at Berkeley 

Mr Tony Stanton 

President 

Freight Transport Association Limited 

Mr Ian Brown 

Managing Director, Railfreight Distribution 
British Railways Board 


Mr Eduardo Pena 

Director-General for Transport 
Commission of the European Communities 

Sir Colin Marshall 

Joint Deputy Chairman & Chief Executive 
British Airways Pic 

Mr Brian Unwin, CB 

Chairman, HM Customs & Excise 

Mr Dan Sten Olsson 

Chief Executive Officer 
Stena AB 

Mr Eric Kocher 

President 

ABB Transportation GmbH 

Mr Erik Vandenbroele 

Secretary-General 
Community of European Railways 
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COMMODITIES AND AORICULTURE 


Opec production target remains elusive 


By Steven Butter in Geneva 

THIRTEEN oil ministers in 
Geneva were last night making 
every effort to wind up what 
they hoped would be one of the 
shortest meetings on record for 
the Organisation of Petroleum 
Exporting Countries. 

Prospects for achieving this 

elusive goal, however, were in 
danger of slipping away. The 
tendency which journalists, 
who spend days and nights in 
hotel lobbies, fondly refer to as 
Opec time reared its head 


again as the meeting was post- 
poned. because the ministers 
could not agree on a formula 
for catting back production of 
OIL 

Oil markets none the less 
took kindly to the remarks 
mad" by some ministers that 
the meeting was expected to 
adjourn properly before the 
night was out North Sea Brent 
oil for June delivery finished 
European trading at $17,425, up 
0 JO on the day. 


The Opec ministers are try- 
ing to patch together a formula 
that would reduce Opec pro- 
duction by lm or more barrels 
a day for the next two months 
in order to shore up sagging 
prices. 

They will meet again in June 
for an agreement covering the 

second half of the year. The 

Opec secretariat now behaves 
that demand for Opec crude ad 
will average 22.52m b/d this 
year. 


This compares with current 
production of about 23.5m. b/d. 
Some Qpec ministers are wor- 
ried that unless a credible 
agreement is reached to cut 
sharply output, oil stocks will 
remain at high levels and 
threaten any potential recov- 
ery in prices. Delegates to the 
meeting said a Tinmtiftr of 
proposals are under discus- 


Although all Opec ministers 
appear united an the need to 


drain ofl out of the world sup- 
ply system, agreement on who 
is to cut production by how 
much, and how it is to be pres- 
ented is more difficult. 

Countries which are over- 
producing, such as Kuwait, 
appear to want sacrifices all 
around, even from countries 
producing under their quota. 
This is on the rationale that 
quotas do not realistically 
reflect current production 
capacity in Opec countries. 


Nervous trading in a market held in limbo 

Steven Butler on legal changes which have meant confusion for Brent crude dealers 

T TTq forward T n or ^ ro t for . Wftte n HaHiF ntaiH In hum Ha. tom nf hadohur orrvwnro *r 

North Sea Brent crude 
has entered limbo. Trad- 


T HE forward market for 
North Sea Brent crude 
has entered limbo. Trad- 
ers have closed out positions 
and held trading to a mini- 
mum. 

They are waiting for the 
legal and regulatory authori- 
ties on both sides of the Atlan- 
tic to attempt to sort out what 
has now become an exception- 
ally confused situation. 

It was two years ago that the 
US court gave a preliminary 
opinion that the market in 
which British-produced oil is 
bought, sold, and delivered - 
mainly in Europe - was a US 
futures market 
The position appeared so 
absurd to traders that they 
assumed it would soon be over- 
turned and afforded it only 
passing notice. 

When instead, this was con- 
firmed on April 18, the market 
went into shock. Some big 
traders, including Shell, cut off 
all contact with American trad- 
ers. 

Others held their transatlan- 
tic trades to a w hile 

US participants in the market 
began moving their operations 
offshore. Exxon, on the advice 
of lawyers, quit the market 
altogether. 

Exxon said yesterday the 
decision could affect its partici- 
pation in to the forward man 
kets such as Russian gas oil or 
heavy fuel oiL 
Their fear is not just that 
traders may be in violation of 
US law, under which off-ex- 
change futures transactions 
are illegal. It is also that trad- 
ers on the losing «nd of a deal 
might abrogate contracts, cry 
fouL and seek redress in the 
US courts. 

This Is not very different 
from what happened in the 
case of Transnor, the small 
Bermuda-registered trading 
corporation, which provoked 
the current turmoil by seeking 
damages from BP, Connoco, 
Exxon, and Shell in US courts. 
(Shell and BP settled out erf 
court.) 

The movement of trading out 
of the US appears to reflect 
confidence among traders that 
eventually the long arm of the 
US law will not be able to grab 
non-US persons, as the law 
calls them, trading with each 
other ofEshore. 







North Cormorant platform In the Brent 


Even this, how e ver , is incon- 
sistent with Judge Connor’s 
ruling, a market having 
even slightest fmpnnt 1 on 
US commerce was not entirely 
a foreign market and was 
therefore a US market. This 
concept could potentially 
encompass far more than just 
the Brent market, Mnria 
everything from the Tokyo 
Stock Exchange to a Middle 
Eastern rug bazaar. 

Do the US courts really want 
all thte extra business? 

An initial annnnwcmngn t by 
the US Commodity Futures 
Tr ading Commission, which 
said it was looking for ways to 
keep the market open to US 
traders, impli citly recognised 
that even the CFTC could not 
control traders everywhere. It 
might try to keep the market 
open to US companies by tak- 
ing a *no action’ ruling, that is, 
agreeing to let matters be. 

Even this action, however, 
may end up giving sanction 
only to traders who use the 
underlying physical commod- 
ity, which in itself would 
severely cut liquidity In the 
market for no apparent good 
purpose. } 

The British Government 
objected loudly on Tuesday, 
when it complained to the 
CFTC that the US court deci- 
sion was against international 
law and damaged the British 
national interest 

But even the British Govern- 
ment could only object legiti- 
mately to the extra-territorial- 
ity implied in the Judge 
Connor's decision. US law wiH 


always, obviously, apply to US 
traders dealing from the US. 

The market is being kept 
alive because traders are bet- 
ting, rather cautiously, that 
the British position at least 
will prevail and the market 
will carry on more or less as 
before, perhaps with less direct 
US participation. 

The current shape of the 
Brent forward market traces 
its origins to the early 1980s, 
when oil producers were 
required by the UK Govern- 
ment to pay tax on tlwir oil 
production on the basis of mar- 
ket-determined prices. 

This led to the practice of 
‘tax s pinning * By *ni« wwfhnJ , 
an oil company would sell a 
contract to deliver oil into the 
market 

This contract would pass 
thmngh many hands and fre- 
quently end up back with the 
original company, aompleting 
what the market a daisy 
rhniri. Po sitions would be can- 
celled out, losses and gains 
paid up, and the oil company 
was able to pay tax based on 
the lowest {mice paid for an 
individual cargo while it 
shipped the oO off to its refi- 
nery. 

The system was subse- 
quently changed so that tax 
was paid based on what the 
company could actually get for 
the oiL The basis for the Trans- 
nor suit, however, was that it 
accused other oil companies of 
manipulating the price down 
in order to lower the UK tax 
burden. 

The case, if proved, could 


potentially result in huge lia- 
bilities for the companies 
involved, a] th «nigh this is 
theoretical until evidence 
begins to be heard on May 2L 
Meanwhile, it is the success- 
ful establishment of jurisdic- 
tion in the case that has 
qhflkqo th e market 
A loss of liquidity in the 
Brent forward market win 
have no team on ofl 

production, nor Indeed on the 
level of til prices per se. Bui it 
does gum qp considerably the 
efficiency of the process 
through which prices are deter- 
mined for a large quantity of 
the world’s traded mL 
Brent is b enchmar k 
North Sea crude, the most 
widely traded of any interna- 
tional erode. Althou gh liquid- 
ity in the trading of West 
Texas Intermediate crude in 
thp us jg greater, particularly 
through futures trading at the 
New Y ork Mercantile 
rerrhaogw, WTC is not exported 
and prices can reflect local dis- 
tortions. 


D ubai is a reasonable 
marker for Middle East- 
ern heavy, sour, or 
high sulphur crudes, but its 
production stream is smaller, 
and it is a pom: hnti«rtnr of 
prices of light* sweet crudes, 
such as R r»it 

For titia reason an efficiently 
produced price for Brent 
maims for an exoflURnt refer- 
ence for most crudes traded in 
the Athmtio basin. 

The forward market itself, 
which is ttnwtonri by the US 
court decision, was a key to 
that efficiency. Traders took 
paper positions buying and 
selling in forward months 
500,000 barrel cargoes of oiL 
Although they had a contrac- 
tu al liab ility to take or accept 
delivery, most positions were 
cancelled out before tins hap- 
pened. 

Through this, liquidity 
increased to a point where a 
real market-determined price 
was achieved, with all the the- 
oretical and practical economic 
that thi« implied. 

It is not just a few trading 
houses and cash-rich oil com- 
panies who are threatened by 
problems in the market- Also 
at risk is a growing and 
increasingly sophisticated sys- 


tem of hedging exposure to 
energy prices. This practice 
had injected an element of sta- 
bility for many energy users at 
a time when prices remain 
extremely volatile. 

The Brent market has had 
its ups and downs over the 
years, with traders occasion- 
ally gnrng bust itefanMng 

on obligations. There are occa- 
sional squeezes in prompt 
months, with single traders 

t W HM lfa g Hm* wwlw t, Mflwte h 
squeezes are not necessamy 
nuns serious than those occur- 
ing on organised futures 

wrhwig HB 

The UK Securities and 
Investments Board has seen fit 
to live with a ti gtit-hamM reg- 
ulatory system, a code of con- 
duct that will remain so long 
as the market is confined to 
professional traders who abide 
by the code. Professionals, it 
reasons, understand mar- 
ket and cm Uvb with therisks 
without Big Brother pro te c ting 

Hw*m 

It may be possible to organ- 
ise a ttiffarawt smt of market 
that achieves the same sorts of 
efficiencies, although no one 
knows quite how this would be 
done, or indeed, why it would 
be necessary. 

It is ritfnrnlt to im aging w rtmt 
advantage the US would 
achieve by firing its laws 
regulatory system so that US 
companies cannot participate 
in the Brent market 

This is the underlying rea- 
son for optimism among trad- 
ers that the current storm in 
the market will event ually 
blow over. Brent exude, in spite 
of production hiccups this 
year, will be sup plying SO to 40 
cargoes -of oil a month for some 
years to come. 

When, as is likely later this 
year, the Brent and Ninian 
crude streams are combined, 
liquidity will rise still higher, 
increasing efficiency of 
mark e t and extending the life 
of Brent as an international 
marker. 

The oil will be produced. It 
must be add at arms length at 
a market-determined prkw A 
US judge may succeed m deny- 
ing US Himpariifla ttw advan- 
tages that participation in such 
a market bring. Is it conceiv- 
able he could deny tills to the 
rest of the world? 


Sucden says 
it is content 
with 60 % 
sugar share 

By William Dawkins 

in Paris 

SUCRES ET DENSE BS 
(Suettenh tine Fie nch commod- 
ify trader- which controls 60 
per cent of the worid’s freely 
traded sugar, has no wish to 
increase its market share, 
according to Mr Jacques Bach- 
elier, the group’s managing 
director. . 

“We have a very consider- 
able part of the world market. 
It is not necessa ry to go any 
briber. Our policy now is to 
diversify Into other trading 
activities and into agri-food 
businesses at the same time," 
said Mr Bachalter. in a rare 
interview. 

This clarification of Snc- 
den’s strategy is significant, 
given the group’s rep uta tion 
far surprising the market with 
sodden large commodity pur- 
chases. 

The group has released 
details of its acottisStion of a 
controlling stake in Chile’s 
near-monopoly sugar proces- 
sor, Indus tria Antcarera 
National de Chile (lansa), 
which had sales of dollars 
270m last year. 

Sucden is also one of tho 
wetid’s largest cocoa traders 
and late last year launched an 
ambitious diver s i fica tion into 
the oil market fry buying 10 
pur cent of Iran’s crude o utput 
over the wwt is miwitiw, tin 
largest ever private contract 
for Iranian crude, fie French 
group’s turnover rose to 
around FFrSObn (£5.4bn) last 
year, from VbSUlm in 1988, 
said Mr Bachetier. 

Sucdea’s wn Ha* ftoMinl tiw 
rwimm deal is to buy "po- 
sure to a food processing and 
agriculture related business in 

America *Tus noth- 
ing to do with sugar trading." 
said Mr Becheiier. It has buflt 
up a 30 per cent stake In 
lansa. In partnership with 
Kuok Group, the diver sified 
Ho ng Kong based commodity 
business which three years 
ago took a 80 pa cent Interest 
in Sucdea’s sugar trading arm. 
lansa’s five factories also 

utiwal and fleli food end 

apple pulp. 

While Hr Bacheiler ha* no 
plans to scale down Iansa’a 
sugar processing activities, hs 
plans to Imlld Hp production of 
foods with sugar content, pos- 
sibly fruit Juice and Jam. 

No price is being revealed, 
but lansa lias a stock market 
capitalisation of doDazs 400m, 
Chile’s second largest Its prof- 
its rose by. 60 per cent to dol- 
lars 60m net last year, when it 
produced 410,000 tonnes of 
beet sugar. 95 per cent of Chil- 
ean consumntion. 

The stake in lansa Is htid by 
a Joint company, 70 per cent 
owned by Sucden and 80 per 
cent held by Kuok, and which 
holds four of Chilean compa- 
ny's seven board seats. - 
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Australia’s stock 
of unsold wool is 
likely to triple 

By Kevin Brown in Sydney 

AUSTRALIA'S stockpile of The increase is required to 
mwniH wool ocmld triple from finance the buying in and 
2Am bales to more than Tin warehousing of wool which 
bales (1587.6m kilos) within the cannot be soM aboro a floor 
rwrf three years, a senior dfi- price of AJ8.70 perclean Mb. 
rial of the Australian Wool Around 3 per cent of the exist- 
Corporation said yesterday. mg levy is used to finance 

Mr Andrew Becher, the cot- promotional and .research 
poratum'8 manager for New spending. 

South. Wales Queensland, The Australian stock p ile is 
also that a levy on wool increasing because producers 
producers which principally have been stow to respond to a 
finanfw stockpiling may have fall in prices since mid-1988, 
to rise from 8 per cent to 25 per when the average price peaked 
cent at the start of the next at A$12^9 per kilo. The present 
financial year in July. average price, in cludi n g h ig h er 

The Australian Wool Coon- priced premium wools, . is 
tiL which will determine the AS8.90. 

size of next year’s levy in June, The price fall was caused 

had been thought to be consul- largely by the withdrawal from 
gring an increase to 15 per China, which was a le a din g 
cent. However, Mr Becher’s purchaser of Australian wooitn 
.commen ts, in an interview the three years to 1988. 
with the Financial Times, inch- Mr Becker said that a stenifi- 

cate t hy* the rise may be cant rise in the levy could have 
grea ter w r preteri a severe impact on producers. 

Coarse grain deficit 
is forecast by IWC 

By Bridget Bloom, Agriculture Correspondent 


THIS ^ YEAR. world 
consumption of coarse grains 
could outstrip production for 
the fourth consecutive year, 
reducing stocks to their lowest 
level since the mid 1980s, the 
International Wheat Council 
behaves. 

In its latest monthly report, 
IWC says that world consump- 
tion of coarse grains, led by 
maize, is projected at 838m 
famnwi tfhla year, only sli ghtly 
higher than in 198900. Produc- 
tion is forecast at 881m tonnes 
In 1990. 

However, aggregate carry- 
over of stocks is expected to 

iheMiifl tO Him famnM by *h«» 


end of 198880 (Jnne-Juiy), well 
down from, the 198687 record at 
234m tonnes and the lowest 
riiw 1983-4. 

Higher than anticipated 
demand for maize in the US 
and elsewhere has sent prices 
rising in recent months to the 
point where the substantial 
gap bet w een coarse grains and 
wheat that developed in 198889 
baa began to narrow. Prices for 
new crop wheat, at around 
$120, have descended to the 
level of maize, IWC reports. 

The increase in demand for 
coarse grains is partly attribut- 
able to the revival in their use 
far animal feed in the US- 


Japan diamond jewellery 
market to overtake US 

By Kenneth Gooding, Mining Correspondent 


JAPAN IS likely to overtake 
the US Brin year as the wuridh 
largest retail HiamimJ jewel- 
lery market, according to De 
Boots, the South African group 
which controls 90 pot cent of 
world trade in uncut diamonds. 

In the first two months of 
1990 sales in Japan Jumped by 
18- per cent following a 12 per 
cent increase last year while 
those in the US remained flat 
after a 2 per cent rise in USB. 

According to De Beers, wodd 
diamond jewellery retail sales 
last year grew by 4 per cent to 
US$39tm, involving Stan pieces 
and a total of 14.71m carats. - 


Mr Julian OgDvie Thompson, 
the group’s ^minium caid that 
he expected this year’s sales to 
show the same sort of growth. 
“Demand for diamond jewel- 
lery is wnmttwilng to gFOW both 
at the rate and in a regional 
pattern similar to that of last 
year, and the mood in the cut- 
ting centres as well as the 
retail trade generally is posi- 
tive.” 

He. said De Beers' 5.5 per 
cent average price increase in 
March had been “readily 
absorbed” because It impacted 
mainly on those diamonds cur- 
rently in ntrmg dpmHTMl , 
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WORLD COMMODITIES PRICES 


MARKET REPORT 

COPPER prices were easier on 
the LME yesterday amid signs 
that the technical tightness around 
the May/June period may be 
easing. Sentiment was 
undermined by the Peruvian 
government's order for workers 
at Southern Peru Copper to go 
back to work today or be sacked, 
dealers said. There was also talk 
that call options had been 
declared during the morning at 
strike prices as high as $2,850 
a tonne indicating teat holders 
believed cash material would rise 
in price significantly before the 
May 16 option delivery date. 
Comex prices were sliding at 
midsession. London robusta coffee 

London Markets 


Crude ofl (per be t 
Dubai 

Brant Bland 
W.T.I. (1 pra eat) 


51443100* +440 
51 7.40-7-45* +.100 

■ ta x u o » +.i«> 


(NWE prompt deUtvsry pgr Imw CjP) + or- 

Prcmium Gasoline 5210221 +3 

On Oil *103-164 +t 

Heavy Fuel Oil »MB +>2 

NopMfta *160-162 +2 

Ptmamu m Argus Ett/mmtoa 

Otoer + or - 

GoM (par troy az)+ $37023 +240 

Sllvar (par tray oxjiff 501c +400 

Platinum (par tray at) *477.00 +1.00 

Ponodhim (par tray op *116.60 +atg 

AUitntntum (free morliaQ *1500 -A 00 

Copper (US Producer) 12&5c +250 

Load {US Producer) 43a 

NlcfcBl proa marital) 435c + W4 

Tin (Ku*l4 Lumpur market) I7.llr +0.13 

Tin (Now York) 300c 

Zinc (us Prime Wootorti) 5740c +230 

CatUo (Hue wriQhQt 100.2ZP -2.0*- 

Sheep (dead waloWf 21720p +1.11* 

PtQH (Hue watgftQt 9230p -241* 

London dally wear (raw) 337231 -1,00 

London deity euger (wMta) *461. « +0.40 

Tala and Lyle Xpert price 047.00 -140 

Barley (English food) £120.5 + 125 

Malta (US Na 3 yeftow) C1421 +200 

Wheat (US Dam Wortham) C10L25y 

RubbOr (JvrtjW K.7SP -050 

Rubber (June B72Sp -050 

Rubber (KL RSS We 1 May) 2305m +1.00 

Coconut oH (PhtUppUmarf MKO* -AM 

Palm OU (Malaysian# 32029? -250 

Copra (PMUpptaesff SBOf + 120 

Soyabeans (US) C171U >150 

Cotton "A" tod« 8273c -008 

Wootopa (84* Super) StEfr 

C a tonna untaos otftemriM mod. ppenea/kg. 
e-conta/lb. r-rlnggltAa x-Jun. bMayAkin. u-Apr/ 
Ana. Y-MaWJi*. w-Apr/Moy. z-Jun/Jut y-Moy. 
tMoat Cct nmta afan overage toMOdc price*. * 
change tram a weak oqo. WLondon physical 

market SCIF Rotterdam- ♦ Bullion martet 
dove. nv+JaUyalan canto/ttp. 


futures eased, depressed by news 
that Brazil had asked for a 
postponement of International 
Coffee Organisation executive 
board talks set for May 15 and 
16 in London. “The news was a 
little bit negative," said one trader. 
“But nothing much was expected 
from the meeting anyway.” 
Chicago pork belly prices surged 
at the opening on continuing 
bullish fundamentals. Bellies 
moving into storage last week 
were markedly fewer than 
analysts' estimates. The CME 
storage report showed an inflow 
of 42,000 lbs last week compared 
with 2.85m lbs a year ago. 

Compiled from Reuters 

BUOAM - 1—41 POX (S par tonna) 


May 

Close 

843 

Pravtoua 

835 

Htati/Uiw 

OK 041 

•All 

802 

875 

804 8S8 

Sap 

877 

890 

801 078 

Deo 

896 

008 

•wan 

Mar 

913 

834 

no 910 

May 

908 

830 

946 985 

Jul 

930 

853 

848 841 


AhanMqq^ XT* pwrOy (* par taro) 
CM* 1497-9 151+6 

3 month * 1616-7 15326 


t A (E par loruia) 


Turnover: 3612 (4030) lot* of 10 to nn e* 

■CCO todteatar price* (SDR* par tonna). CM hr 
price for May 1 1064.71 (1022*1) 10 day maraoa 
lor Mtf 2 -KM&50 (10*1.95) 


Ctoaa Prevtaua Mgh/Lewr 


May 

842 

664 

048 637 

Jui 

887 

388 

882 866 

Sep 

838 

880 

870 863 

Nov 

877 

603 

883 878 

Jan 

888 

704 

888 890 

Mar 

702 

720 

700 704 

May 

718 

736 

720 710 


iff par tonna) 


Row 

Ctoaa 

Pravtoua 

Mgti/Law 

Aug 

35420 

35600 

30830 06420 

Oct 

380.00 

33430 


Oec 

33600 

34600 

338.00 339.00 

Mar 

32030 

32030 

32930 32600 

May 

32730 

323.00 

32730 327.00 

aub 

32600 

32600 

32830 32330 

WMte 

Ctoaa 

Pravtoua 

Hlgft/Law 

Aug 

4523 

454.0 

0064 4503 

Oct 

414.0 

4160 

4143 411.0 

Dec 

404.0 

4060 

404.0 4066 

Mar 

3983 

4003 

453.4 3060 


Turnover Row 4335 (*2B3)to» at 60 te nn o a . 
WWt* 1382 (1003) 

Porto- while (FFr par tonne): Aug 2361. 0X2322 
Dec 22S0. Mar 2262 May 2230 

CMUPXOH- oraarral 

Qo»q Pravleua WgMlow 
Jwi 17.30 17-20 17 JO 17.16 

JUI 17.59 17.73 1760 17.57 

Aug 17.86 18-00 16.13 1768 

1PE toda* 1731 17-22 17.21 

Turnover 12679 (8012) ~ 

OMCa.- tre tootwa 

Oose Prevtou* WflWLow 

May 1582S 16026 16160 15000 

Jut 155.00 15000 157.25 15000 

All 15+28 15660 157-00 13+25 

Aug 15673 158.00 (3650 15050 

Sap 16623 15630 M076 10025 

Oct 162.00 10075 102.00 100.50 

Nov 161.79 16150 164.00 161.76 

DOC 16X50 10600 165-00 KJ2J5Q 

Jan 162,76 W100 162,75 167.00 

Turnover 6309 (2422} lot* of 100 tonna* 


The wcot mortem wor l d w Ma toqutotTW to 
due to Om aala* radart In AuetnUo Thara 
to atop oema coupon ra tatod to the AWC*« 
floor price announcement oahedulod for th* 
and of Am. No radurtton to as yet 
indicated. Ovar-suppty app li es ki practically 
all martlet*. Problems with Soviet payment* 
for Australian wool, coupled wttt no *fgn of 
Oroansf CMneac Intersil, enhance 
ImhaUnca tram the damond sida. 


tur n over 8601 (300* ) lots of S tonnes 
•CO Indlc a ier prices (US cam* par pound) 
May 1: Comp, daily 7280 (7X27). 15 day m 
ago 76.14(79^0) 


Close Pravloua HltfhOow 

May 244S 2860 28L0 2SU 

Nov 131.0 t276 1320 129J» 

Apr 1966 1060 HM 1906 

Turnover 333 (898) lots d 40 tonnes. 


Ctoaa Previous WgtVLow 

Aug 12900 130-80 130.00 12940 

Oct 13080 13030 13030 

Tumow 16 (30) tatt at 20 tomtom. 

WM B M fTFUnmre - are *W)ndax polet 
Owe Prevtaua HgtVLow 


May 1228 12-75 

Jut mi 11JE 

Oct 12.08 1200 

Apr 12^3 laeo 

BR 13-52 1XS6 

Turnover 09 (323) 


MM 12J8 
11.15 114)0 
1214 1201 
1243 1248 


May 117J0 11650 11625 11666 

Jun 11660 11660 11675 11600 

Sap 11665 11615 1U66 11615 

Nov 11679 11029 11080 11080 

Jan 120.10 11680 12020 11685 

Mar 123.40 123.00 IMiei 12320 

May 128.40 12000 12Q6Q 

Smlay Oo»e Peavtoug HlghlLaw 

May 10«4» 10660 10+00 

Sep 11160 lllfo 111.90 

Nov 11670 11680 11680 11670 

May 12289 12250 122 85 

Turnover Wheat 467 (319). Bartay 183 (340 T 
Tumovsr lots of 100 tonna* 


JCMh; Sanamani) pftg 


3 months 1636+0 
Mmd ff per tonna) 
Cash 486-8 
3 months 4866 
Mcfcat (* par tonna) 
Osah 8330-400 
3 months BOMP 
Tie ff par tonne) 
Cash 6480-60 
3 mo nt h * 6640-90 


Cash 1790-9 
3 month* 1883-4 


SPOTi 18415 


Oafd (Bnw at) * price 

Ctoaa 370 - 370 *2 

Opening 368 \ -889 V 
Moriitng B* 37 OJ 0 
AIM m oo n flx 30080 
Day's Mgh S7T-37112 

[toy's tow 36012-306 


BritwmJa 380486 

US Esgla 386085 

Angat 380386 

Krugerrand 388-871 

Now Sov. 87-8B 

OM Sov. 87-89 

NoWePtat 482.7040638 


Spot 30 685 

3 month* 31838 

OmpHh* »8to 

12 month* 6534)0 


fllMhbw (067%) Cafla Putt 

Btrfce price * tonne Juty Sap Jtdy Sap 

1400 123 141 10 22 

1500 55 7S 41 SO 

1800 18 38 W2 112 


(Prices euppaad hy Amalganralad MMal Tradlns) 

WghAjw AM OtBcfal Karh ctoaa Open iraaraat 

Htnfl toiwr 44841 tomia 
1488 1407-0 ' 

leeansg i6i7-o isia+ 7,775 lots 

Rtofl to n wvqr 76405 tonne 

1707/1886 T706-7 

1660/1825 1640-6 1537-8 . 46878 Into 

Ring turnover 10,181 tonna 

488/488 487-0 

400/486 48000 4857 3326 lot* 

Rtag turnover 7,338 tonna 

8300 8475-600 

8850/8825 800000 886673 1342 Into 

rang turnover 6,174 tonne 

6490/8480 MffS 

B81W0640 8575-86 638080 1320 Into 

Rlnp turnover 17371 tonna 

1760/1748 1750-2 

1700/1678 1678-80 187302 KL880 lots 


CIIUDC Oft (UpM) 42JI00 US gait* 3/bairal 
B oss Pravloua Hflh/to* 

Jim 18.72 1651 1610 WJ81 

Jl4 1687 10L5Z 1674 10L28 

Aug 1077 1030 2037 10J0 

Sep 204)2 2617 2032 2031 

Oct 2034 2033 2030 2032 

Nov 2033 2033 2030 9036 

Dec 2037 2036 20L61 2035 

Jan 2033 2033 20.48 2035 

Fob 2644 2032 2035 2030 

Mar . 2030 2031 2033 2030 

fATBIP OS. 42300 US gaB* camsAJS palls 
C3 as* Previous Mgh/Low 


Chicago 


1 54)00 bu min; cents/BO* bualtel 



Ctoaa 

Previous 

High/Low 


May 

600/4 

627/4 

830/0 

520/0 

Jul 

551/0 

643/4 

653/0 

MVO 

Aug 

057/2 

648*2 

668/4 

648/4 

Sap 

8S7/B 

648/4 

658/0 

847/0. 

Nov 

682/2 

656/0 

883/0 

662/0 

Jon 

673/0 

666/5 

673/4 

002/4 

Mar 

603/0 

575/2 

883/0 

570/4 

May 

091/D 

684/4 

891/0 

670/0 


0 months: 13840 


New York 


C equivalent 

233^,-2264, 

22+V229 


271 >3 -2*4 >3 
231^-294)2 
231*2-234% 

231 >z - 2341 s 

224-220 

53-54)2 

53S4*j 

2943029610 

UScts aqutv 


1 TOO troy o*; 3/troy a* 


Ctoaa 
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8703 

High/Low 

0 

0 

S723 

372.7 

3723 

371.1 

37+4 

3761 

0 

0 

3763 

3773 

3773 

3762 

382.1 

8823 

3823 
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3873 

387.7 

8860 

3363 

3923 

3823 

3813 

3813 

387.1 

3873 

0 

0 
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4061 

4f»lf 

4013 


Jun 

5180 

5297 

5380 

6 T 75 

JUI 

5185 

5258 

5330 

5170 

Aufl 

SZ 70 

5339 

6396 

5270 

Sep 

5420 

6477 

6630 

6420 

Oct 
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5582 

6609 

5520 

Nov 

5815 

8647 

5806 

5815 

Dec 
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5732 

5010 

6805 
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5735 
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6800 

5735 

Feb 

6 B 7 D 

5707 

5750 

5870 
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5570 

6632 

5670 

5546 
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Pravtoua 

Hiffi/Uw 


May 

1288 

1300 

1300 

1282 

Jul 

1301 

1324 

1333 

1291 

K«P 

1319 

1340 

1348 
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1341 

13 G 5 

1370 

1330 

Mar 

1354 

1373 

1380 

1386 

May 

1385 

1385 

0 

0 

Jut 

1380 

1401 

0 

0 


■ 80300 toe; cenfa/lb 
Pravtoua Wgh/iae 

2237 2338 

2220 2331 

2226 2338 

2236 2330 

2265 23.18 

2262 2600 

2237 2223 

2230 2255 

AL K» ton* (ram 
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Ctoaa 

Pravtoua 

Mgfi/Low 

May 

186.7 

185.5 

18SS 

Jul 

1903 

190.1 

1005 

Aug 

192.1 

1820 

1Q2-S 

Sop 
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194.0 
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Oat 
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1862 
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188.1 

1881 

199.2 
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2000 

2102 

SSKU5 

Mar 

204.0 

204 J) 

204X1 

May 

20+5 

204.5 

20421 


PLATWUMaOtroyacCraoyoz. 

Ctoee Prarious tfigWLow 


82J0 

91^8 

9040 


09 BO 

8245 

91.75 

May 

94.73 

84.80 

9846 

Jul 

86JK 

80.78 

9840 

Sep 

99.13 

88J6 

98.10 

Dec 

wun 

100.60 

0 

Mar 

10300 

0 

0 


106.13 

0 

0 

Jul 


— fl lTfi 54)00 bu min; oqnta /gau> h*hd 
Oosa Pravtoua High/Low 


■U 4003 4767 4813 4703 

Oct 4073 4803 4883 4853 

Jan 4064 4860 4820 4013 

Apr 4967 4993 O 0 

Jut *063 6063 O 0 

Jul 4863 6T24J 0 0 


86 .VEH 9300 tray ora u a n to/l i oy o* 


Copper (Grade A) 



Ctoee 

Prarious 

Hlgh/Lnw 

Jun 

12&5 

1274 

1264 

Aug 

1204 

1214 
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Oct 

1214 

1224 

1214 


201 182 47 to 

169 112 83 132 
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■jui Sop Jul imp" 


M Sap Jul Sep 


Jun Jul Jun Jul 


Turnover 18 ( 75 ) Ud 34 S 0 lig 
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4884 

5014 

5004 

487 JO 

Jun 

SO 24 

5015 

0 

0 

Jtd 

5004 

5094 

5010 

5054 

Sep 

6164 
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Dec 

5274 

5304 

5210 
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Jan 

5314 

5344 

0 

0 

Mar 

5394 

5424 
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5394 

May 

647.7 
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5484 

5484 

Jul 
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5674 
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Sap 

3664 

5054 

0 

0 

HUH SHADE COPPER 25400 lbs: cantoflba 


Ctoee 

Prarious 

Mgh/Law 


May 

12140 

122.10 

12140 

11190 

Jun 

115.70 

11740 

11170 

11170 

Jut 

112.15 

11340 

11240 

11090 

Aug 

10840 

1W40 

10040 

109.80 

Sep 

10340 

KB40 

10840 
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Oct 

10746 

10146 

0 

0 

Nov 

10646 
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0 

0 

Dec 

10440 
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10100 

0 

0 

Mar 

10140 
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0 
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•USAR WOULD *11“ 112300 lbs; cantsAba 
Ctoaa Pravtoua Htgh/l ow 

33 1690 1536 164M 1678“ 

Oct 1573 1938 1530 1537 

Mar 1433 1532 15.08 1438 

M 1431 14.75 1435 1430 
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CQTffOM 50300 ; cams/lfaa 

Ooee Pravtoua Mph/Urw 
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Jul 7430 7430 7420 7426 
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ware 19425 W5.M 13600 
J«li 18130 19230 18640 100L80 
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THE FUTURES market again 
came to the help of UK stocks 
yesterday and share prices 
made further progress despite 
the shadow -ahead of today’s 
voting in the British local elec- 
tions. Trading volume showed 
some Improvement and the 
market was more than 27 
FT-SE points ahead until buy- 
ers backed away as Wall Street 
opened cautiously and h» pxe- 
mitun o n the Footsie futures 
narrowed. 

The mood remained some- 
what uncertain, with market 
strategists questioning 
whether the low point of the 
present cycle has been 
rea ched . A firmer performance 
from the banking sector. 
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helped by a satisfactory 
interim report from Royal 
Bank of Scotland, provided a 
base for the rest of the equity 
market. 

But the corpo r ate sector con- 
tinuadto deliver shocks, to the 
market’s confidence: Johnson 
Matthey, the special metals 
refiner, disposed a cost-cutting 


and streamlining programme, 
and shareholders of General 
ACddent were warned of the 
costs rtf this winter’s stormy 
weather. 

At the close, the FT-SE Index 
was 19.7 up at 2437.6 cm Seaq 
volume of 433m shares, against 
370 Am In the previous session. 
Equity trading was very selec- 
tive, however, with such lead- 
ing stocks as 1CI, which ted 
equities ahead earlier In the 
week, recording turnover of 
only 626m shares and Rank 
Organisation only 850,000, 

Host of the reasons pot for- 
ward to justify yesterday’s 
uptick appeared to rest on 
technical arguments, the bur 
den of them being that the 


market was "due for a rally,” 
or “looking oversold.” But 
Stock Exchange detailed statis- 
tics for last week disclosed that 
equity trading increased, albeit 
moderately, to Obn on Thurs- 
day and £892 .4m on Friday. In 
the face of such selling, mar- 
ketmakers were marking 
prices down sharply at the end 
of the week and the institu- 
tions may now be picking up 


Fairly heavy buying of the 
FT-SE June fixtures contract 
has been seen over tbs past 
two days, including one buyer 
of 2400 contracts yesterday. 

But equity traders are poised 
to face bad news for Che ruling 
Conservative Party from the 



KwikSaye 

falls on 
figures 

THE INTERIM figures from 
discount food retailer Kwtk 
Save led to a rapid fall of more 
than. 50p in the shares; Ana- 
lysts decribed the fall as over- 
done and the share price 
to dose at 470p, stfil 
a net decline of 4& 

The profit figure of £39-5m 

was 12 per Cent higher than 

the previous year but below 
analysts' forecasts. Hr Bill 
Myers at Henderson Crosth- 
waite said the shortfall was 
due to between ram to £3%m 
of one-off costs arising from 
the integration of the recently 
acquired Victor Value chain 
into the company. He cut his 
full year profits forecast by 
£3m to £89m. 

MS ffimian Cooke at Smith 
New Court trimmed her fore- 
cast to £88m from £8sm. say- 
ing: “We ware expecting the 
Victor costs, and the change in 
forecast reflects only a mar- 
ginal shortfall in nrafit” fih* 
suggested the “overdone” 
share price weakness might 
have arisen from concern over 
campBtfflonmttttUKfromthe 
newly arrived West German 
food retailer AldL Another 
researcher said the “uneasy” 
analysts’ ™«Hng not iirfp 
the shares. 

Others to lower full year 
forecasts included Goldman 
Sadis, down slightly to £85m, 
and S.G. Warburg, reduced by 
£3m to £84m. 

Brewers weak 

One of tiie worst per fo r me rs - 
ef the day among the FT-SE 
100 stocks was Scottish A-Nfeto* 
castle.'- Dealers and market- 
tftakcra were unttedin Identify- 
ing the cause of the Weakness 
as the failed placing of a line of 
at least 3 Vim shares. Scottish 
shares dosed 7 down at 290p, 
the' lowest level of -the day, on 
unspectacular turnover of 
2.1m. 

The decline seemed to drag 
much of the rest of the sector 
lower against the market 
trend. Bass, which had been 
particularly strong on Tues- 
day, lost 5 to 93&» white Whit- 
bread "A" eased 2 to 364p. 
Guinness shed 5 to 664p despite 
presentations being held by the 
company tins week in the US» 
and a positive meeting for 
Canadian whisky group Sear 
gram in LfliM to n i yesterday. 

But rome analysts pointed 
out that the brewing and dis- 
tilling sector had reached an 
all-time high relative to the 
market on Tuesday, thus sug- 
gesting that technical factors 
were also at work. 

The price of crude ofl. held 
firm as Opec talks got off to a 
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quiet start in Switzerland and 
was reflected in the perfor- 
mance of shares in the sector. 
Volatile Enterprise added 
another 13 at BP hard- 
ened 3 to 308p and Shell 
climbed 7 to 43Sp. Trialing was 
fight The prospect of a presen- 
tation by Shell to brokers and 
investors, held after the mar- 
ket’s dose, did the company’s 
shares no harm. Second-line 
exploration and production 
companies also did well, with 
Hardy -ahbwimg a, gain of 6 to 
171p, Premier rising lft to 90% 
and Goal putting on 2 at 90p. 

Color had a particularly, 
good day. to dose 7 better at 
255p. . Dealers noted a single 
keen buyer in early dealing, 
probably part of a small pro- 
gramme 

Lasmo, caught up In the 
good mood, rose 15 at one 
point, helped fay an -ofi find in 
British North Sea Node 15/20, 
where Lasmo has a 40 per cent 
interest. “A nice fittie discov- 
ery,” commented Mr Keith 
Morris of Kttcat&Aitken. 

TJSM-quoted Tuflow Oil was 
2% down at 15p shortly after 
announcing a one-for three 
rights, issue to raise 2R£5£&n. 
The shares had recovered by 
the dose tolS’Ap. 

-The 1 market- shrugged off a 
return- to profit {£3m-agalnst a - 
£2.3m loss) - at -the year-end 
from Europa Minerals. The ' 
shares shed 30 to 65p as the 
company revealed plans Tor 
significant extensions to its 
coal and gdd interests in Aus- 
tralia” And said it was consid- 
ering the acquisition of addi- 
tional mineral interests in 
North America. 

Banks, unsettled recently by 
a batch of warnings from the 
lemHng names -an t he implica- 
tions of the do w n tu rn tax the 
TJK economy, were cheered by 
the interim statement from 
Royal Bank of Scotland. A 
modest increase in first-half 


profits helped Royal Bank 
shares advance by 10 to l£8p. 

Similar gains were achieved 
by Barclays Bank (5Up) and 
NatWest (320p), while *n«n«wi 
(284p) and Lloyds (258p) 
chalked up smaller Improve- 
ments. Shares in TSB, 6 firmer 
at 132p, benefited from inclu- 
sion in a small buying pro- 
une opera te d by one of the 


_ investment banks. 
Composite insurance stocks 
(see chart) made only a 
restrained response to the gen- 
eral i mprovement in equities. 

A discouraging factor was 
the disclosure at the annual 
winaHng nf General Accident 
that last winter’s storm dam- 
age could require provisions as 
high as £90m, and will 
adversely affect the firsbquar- 
ter trading figures, due at the 
end of next week. The GA 
shares moved ahead to loop 
with the market In early trad- 
ing, hut ended at I0l4p, anly 6 
up an the day. 

. Also iwfinfluefng sentiment 
was the latest survey on the 
sector by Goldman Sachs, the 
US investment bank, which 
echoed views hold elsewhere in 
the market that rates on com- 
mercial property gwnrtawre 
appear to be edging higher 
agai n, and , that there may be 

opportunities far the UK firms 

at the US renewal tenriou in 
My. 

Royal Insurance, out or 
favour recently, ranted by only 
a few pence to 481^. with Gdd- 
man agreeing with recent criti- 
dsms cf Royal’s results In the 
US, but adding ths t the com- 
pany seemed to be building a 
strong reserve position. - 

Legal A General (350p) and 
Guardian Royal Exchange 
( 218 p) showed minor gains on 
the day after modest trading 
volume. Sun Alliance, down 3 
at 297p» reacted to bearish ten- 
rfwnni ent. 

Traders in the building 
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wffl have a itfgntflnmit effect on 
the company’s ability to repeat 
last year’s success.” Colroy 
struck a more cheerful note 
with a further rally of 10 to 
120p. Elsewhere, Heywood Wfl- 
Hanw rose 6% to242*ApL 

Turnover in WHlianw Hold- 
fogs expanded to 45m as the 
share price advanced but 
ended below the day’s best 
with a net rise of 9 at 250p 
after the company announced 
the sale at its Crown Berger 
paints business to Swedish 
group Nobel Industries. 

Nobel is to pay £205m imme- 
diately, and a further S3Sm 
after assessing sales perfor- 

Ip yUCH. 

Spec ulation that Williams 
was to sell the company had 
been going the rounds in the 
market from time to time, but 
Mr Geof ARum at County Nat- 
West said: “I do not think they 
were looking to sell it, but 
Nobel offered them a good 
price and they jumped at the 


APPOINTMENTS 


Johnson 

Matthey 

finance 

director 


■ Mr John Sh eM ri c fc, 
currently group treasurer of 
The BOC Grou p, will j oin 
JOHNSON MATTHEY as 
finance director later this year. 
Mr Harry RtzgCbbons, 
managing director of Top 
Technology and Hambroe 

Advanced Technology Trust; 
ami Mr ChartesParker, 
commercial director of Charts: 
Consolidated, have been . 
anointed nonexecutive 
directors of Johnson Matthey. 

■ Mr Brian Ph ipps, m anag in g : 
rili ytnr of P AR&>'U SlJ) 
DIRECT MARKETING, has 
taken on the additional 

! directorships of 


Mr Jos Coal as man 


director of its new 
IGGH Belgium. This company 
has been formed to project 
■mimag p flw establishment of ‘ 
the new Belgian Futures and 
OptiiOm IMiang n, BELFOX. 
Mr Coad was executive 
director, finance and 

adiwinirfrntifyw 



be seeking reflection as a 

fftr pfftwr nt flw n mmal wiMlfag, 

following tiie group’s decision 
to concentra te on ho me 
entertainment and computer 
pe riph erals. 

■ Mr Mil Aahberry, general 

nwmrg pp nf flw TjnigM trim 
BuOdfog Society, has been 
elected chairman cf the 
NORTHERN ASS OCIATIO N 
OF BUILDING SOCIETIES. 

Senior post at 
Stock Exchange 

■ Mr Rod Margree has been 

division of THE 
INTERNATIONAL STOCK 
EXCHANGE, London, from ■ 
June 18. He will join the 
Exchazgp cm a ftdUime 


director. He was involved in 
international marketing with 
the GE/GEC joint venture, 
Vynckter, based in Belgium. 

■ Mr MiriinaH Sanderson has 
been appointed president and 
chief executive of Instinet 
C o rpor a tion, New York, a 
wholly-owned subsidiary of 
Reuters. He waschafaman and 
chief executive of Merrill . 
Lynch-Canada, and succeeds 
Mr Robert Rekl, who remains 
execu tive vice president of 
lus L inet 

■ EUROCOPY HOLDINGS 
has aptdnted Mr CnUn Gilbert 
as group legal director. 


Sheetfed Printers. 

■ TAYLOR YOUNG 
INVESTMENT - 

MANAGEMENT bas appointed 
Mr Fronds T. Baring s* a 
senior investment manager. 

He was a portfolio manager 
at; 


TAYLOR * WOODROW 
PROPERTY CO has appointed 
Mr -Trevor Ttusnas (above) to 
the board. . 


■ ICCH FINANCIAL 
MARKETS, a subsidiary of 
Intematianal Commodities 
Clearing House, has appointed 


the board afPOLLYPECK 
INTERNATIONAL as a 
im-executive director. from 
Jam L He was chairman of • 
theHong Kong and Shanghai 
Banking Carp, 197746. Mr Joe 
Harris, chief executive, textile 
dtvisfen, retires at the annual 

meeting (May 22), but 
continues as a consultant. Mr 
Stevan Breese, ebainnan of 
Russell Hobbs Tower, wBl not 


Barclays Bank, where he is 
corpor a te director of the 
■financial tnBtihiilnns unit 

E KYMMENE UK PAPER 
SAIJSS has appointed Mr 
Graham Frasm as divisional 
director publisher sales, and 
Mr Fred Haines as sales 
director merchant sales, 

B BIr Christopher Fitzpatrick, 
manag in g director 6f - . 
SCHOLES GROUP subsidiary, 
Wytex, and a main board 
director, has been appointed 
grewm managing director. Mr 
Rex Harrington# chairman and 
managing director, becomes ' 
ebainnan and chief executive- 
Mr Dennis Todd joins the main 
board as group technical 



Dr Louise Bennett (above) has 
been .appointed director - 
information technology at 
THORN SECURITY, B new 
■post. She was head of 
information technology at 

Thorn IBMf Wlaotr a tri ra - 


UK local elections when the 
market opens tomorrow morn- 
ing. in recent months, the poor 
showing by the Conservatives 
in opinion polls has been seen 
as discouraging for non-UK 
investors. However, the shake- 
out in equities last week may 
represent a discounting of the 
election results, or even of the 
domestic inflation statistics 
due next week. 

UBS Phillips & Drew, in its 
latest UK economic review, 
maintained that 1991 would see 
“a substantial improvement,” 
although it expected domestic 
average headline inflation this 
year to exceed 8 per cent and 
base rates to stick at 15 per 
cent 
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issues were slightly more 
happy about the volume of 
business yesterday, but the 
sector again showed a reluc- 
tance to participate in the gen- 
eral market recovery. Some 
leaders drew demand and went 
forward but others lost ground 
because sellers had the slight 
edge. Redlsnd was such a case 
at 553p, down S, along with 
George Wimpey, marginally 
softer at 218p. 

A BZW sell recommendation 
brought BPS back 3 to 208p. 
The security bouse concluded 
its assessment of the group 
with “profits still have same 
way to fall, the recovery is still 
a long way off and the rating is 
too high-” 

Second-line stocks had BBC 7 
lower at 124p, after 119p, fid- 
lowing the chairman’s com- 
ments at the annual meeting of 
“a difficult year ahead.” He 
added: “The outturn of the 
company's property division 

FT-A All-Share Index 


1150 


chance.” Mr Allum believed 

Williams would use the pro- 
ceeds of the sale to “load their 
war chest” for new acquisi- 
tions. 

A buy note from S. G. War- 
burg helped Racal Telecom 
climb 12 to 327p. The broker’s 
electricals team said that 
recent underperformance 
reflected US concern over cel- 
lular valuations «u d domestic 
concern about slowing sub- 
scriber growth. It said the for- 
mer was misplaced when 
applied to Racal Telecom and 
the latter was not justified by a 
more thorough amuwiinaWnti of 
the evidence. 

STC continued to benefit 
from the chairman's statement 
at Tuesday’s annual meeting 
and firmed another 7 to 250p. 

USM-quoted Continental 
Microwave, telecoms and 
defence equipment supplier, 
jumped 85 to 230p after agree- 
ing to a £l5An cash offer from 
Pharos Holdings, of Sweden. 
Continental shareholders will 
be offered 230p for each ordi- 
nary share imfl U 2 p for 
convertible. 

Klark-Teknik, a USM-quoted 
audio equipment supplier, foil 
9 to GQp after saying teat talks 
with regard to a possible offer 
being made fix the company 
had been terminated. 

A return of the recent pres- 
sure on Roseha ugh imparted 
fresh uncertainty to the prop- 
erty sector. The shares briefly 
touched 230p before rallying to 
settle at 238p, a loss of 10 on 
the day. 

Traders cited two possible 
reasons for the weakness of the 
stock, the first being the 
recently reported but uncon- 
firmed story of the Bank of 
England warning the high 
street banks about their loans 
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to property companies. The 
second was Canadian specula- 
tion that both the wealth and 
credibility of the Reichmann 
brothers, who control Olym- 
pia & York and last month took 
an 8 per cent stake in Rose- 
tiang h, were being questioned. 

Hoping for good annual 
results next Wednesday, inves- 
tors again bought Brent 
Walker, which rose to 270p 
before closing 6 up at 265p. 
Broking house Kitcat & Aitken 
expected the group to reveal 
profits of £64m, but the range 
of market forecasts was fairly 
wide, beginning at £55m and 
extending to £72m. 

Expedier Leisure announced 
more than doubled annnal 
profits and gained 2 to 55p. 
Midsummer Leisure, 4 up at 
117p. moved nearer the level. 


currently around 14 Op, offered 
by bidder European Leisure. 

Cityvision shares advanced 
further to end 6 dearer at 10%. 
The company has acquired 
Video House, the UK’s fifth 
largest chain of video s to re s . 

Fairline Boats, the luxury 
boat builder, lost more than 
Monday’s gain to close 60 down 
at 730p after the company 
refuted recent speculation and 
denied having received a bid 
approach. 

Shares in Johnson Matthey, 
the precious metals group, 
tumbled 22 to 225p after the 
company announced a cost-cut- 
ting programme. Analysts 
were not surprised by the news 
as the ptwirman had si gnalle d 
the change last December. 
Attention focused on the com- 
pany’s w arning that the reor- 


ganisation would mean “sub- 
stantial extraordinary charges 
in the 198940 accounts.” The 
company said that Mr John 
Sheldrick, currently group 
treasurer at BOC, is to join 
Johnson Matthey as financ e 
director later this year. 

British Steel were in demand 
as the market waited to hear if 
the company's £2S0m bid fbr 
Jose Maria Aristrain, the Span- 
ish group, would succeed. 
“Good general buying” was 
how one trader described the 
trade in Rolls-Royce. Turn- 
over. at 8£m. was again high, 
although the share dosed 
at 200 p, unchanged an the day, 
having touched 201p. 

■ Other Market statistics, 
including the FT-Actuaries 
share index. Page 25 
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LONDON SHARE SERVICE 


- i<* 

- ui 
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26.9 is; 



Latest Shore Prices ore available on FT Cftyfin®. To obtain wur free 
Share Coda Booklet ring the FT Cityline help Peak on 01-825-2128 



Stock Exch a nge deal tag dasriflcatloas are Indicated to tha right 
of security names: a /Upha.p Beta, y Gamma. 

Uok** otherwise Indicated, prlcn and net dividends are In pence 
and d e nom ina ting ate 2Sp. Estimated price framing ratios and 
town ate baaed ea latest annual report! and accounts and. where 
passible. «t mutated on half -tear I? figures. P/E* ait calculated 
bn "rar* distribution baskL earnings preshare being com poled on 
prom after taxation and u wiivvvd ACT where applicable: 
bracketed figures Indicate 10 per cent or more difference If 
calculated on "air* distribution. Covers are based on 
"maximum" dbtrttoilaa; this compares gran dividend coats to 
profit after taxation, excluding exceptional profits/ lasses but 
indtadtag estimated extent of offiettable ACT.' YWds are based on 
middle prices, are grass, adlusted to ACT of 25 per coot and allow 
hr nine of declared dtstrtbailan and rights. 

• m£ and lows marked thus bare been adjusted to allow far 
rights Imam for cadi 

t Interim since Increased or roomed 

* Interim state reduced, poised or de l ated 
it Tax-free to non-residents on application 

• Figures or report awaited 

f Not officially UK Usied; dealing permuted under rale 

. USM?*not fisted on Stock Exchange and company not 
subjected to same degree of regulation as listed securities. 
a Not officially listed. 
i Price at time of ntamlio 

*| Indicated dividend after pending scrip and/or rights issue; 

cow relates to protons dividend or forecast, 
f Merger DM or imrpanbatlon in progress 
4 Not carapareMe 

# Same Interim; reduced final and/or reduced earnings 
Indicated 

§ Forecast dividend: cover on corn logs updated by latest 
Interim statement* 

t COw allows for ooav er stan of shares not now ranking for 
dividends or ranking only for restricted dividend. 

* cover does not allow for shares which may also rank for 
dividend at a future date: No P/E usually provided. 

I No pv value 

Lfr. Bcigiaa Francs. Fr. Flinch Francs ■ YMd based on 
assumption Treasury BUI (tacts stare unchanged until ma b ul ly of 
stock, a Annualised dhrtdead. h Figures based oa prospectus or 
other offer estimate, c Cents, d Dividend me paid or payable on 
part of capital, cover based on dividend oa full upJUL. e 
Redemption yield, f Flat yield. ■ Assumed dividend and yield, h 
Assumed dividend and yield after scrip Issue. J Payment from 
capital sources, k Kenya - m Interim Hgber than previous total, a 


Rights law pending a Earnings based oo preliminary figures. s 
Dividend and yield endude a special payment, t Indicated 
dividend; cow relates to prevtan dividend. P/E ratio based on 
latest annual taming, a Forecast, or estimated aaaiallsed 

^^eid W re^oum ^ i ire TO. a PMdendand yield foctaifta 



REGIONAL & IRISH STOCKS 

The following Is a seleeUon of Regional and Irish docks, the 
latter being Quoted tat Irish oereaqr. 
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FT UNIT TRUST INFORMATION SERVICE 


■FINANCIAL TIMES THURSDAY MAY 3 1990 


> Currant Unit Trust Prices are available on FT Cityline- To obtain your free 
Unit Trust Coda Booklet rinfl the FT Cityline hole desk on 01-32S-2i2a 
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CURRENCIES, MONEY AND CAPITAL MARKETS 



FOREIGN EXCHANGES 


FINANCIAL FUTURES AND OPTIONS 


SPONSORED SECURITIES 


Dollar unmoved by data 


THE DOLLAR did not react to 
yesterday's OS economic data 
on leading Indicators and fac- 
tory orders, or to warnings 
from Mr Manuel Johnson, Fed- 
eral Reserve Board vice chair- 
man, that Inflation is too high. 
He said that although tempo- 
rary factors have boosted infla- 
tion, there are also more funda- 
mental factors at work. 

A rise of 0.9 per cent in 
March US leading indicators 
reversed a fall of 1JD per cent in 
February, while March factory 
orders rose 3£ per cent, after 
falling L8 per cent in Febru- 
ary. These reinforced recent 

indications of a recovery In US 
economic activity, but the dol- 
lar showed little reaction. Deal- 
ers are waiting for tomorrow's 
employment data amid expec- 
tations of a sharp rise in job 
creation. Market forecasts sug- 
gest that non-farm payrolls 
rose 382,000 in April, against a 
gain of only 26,000 in March. If 
this proves correct, it will 
underline Mr Johnson’s 
remarks on. inflation and 
increase speculation that the 
next move by the Fed will be 
to tighten its monetary stance. 

At the London dose the dol- 
lar showed small mixed 
changes, rising to DM1.6820 
from DML6800; to FFr5.6425 
from FFr5.6350; and to 
SFTL45S0 from SFrt.4545, but 
declined to Y 158.30 from 

£ IN NEW YORK 


£Spot 

1 math _ 
3 noodB. 
12 menus 


Y158JB5. The dollar's index Ml 
to 6&3 from 68.4. 

Sterling remained resilient 
in spite of fears that the ruling 
US Conservative Party will 
sufler large losses at today’s 
local government elections. A 
bad result for the Conserva- 
tive’s is already discounted in 
the pound's value, supporting 
the view that sterling may 
weather the storm if the Party 
does slightly better Qmn opin- 
ion polls suggest On the other 
hand dealers believe there is 
limited room for Improvement 
with DM2.80 regarded as a 
strong resistance point 

Sterling finished 1 pfennig 
higher at DM2.76S0 in London 
last night and also gained 30 
points to 8L6435. The pound 
rose to FFr9.2725 from 
FFr9.2450; and to SFr2.3925 
from SFr2.3850 t but eased to 
Y260J25 from Y26CL5Q. Its index 
advanced 0.2 to 87.1. 

The D-Mark had a weak 
undertone on fears about the 


Impact of German monetary 
union and the threat of grow- 
ing labour unrest in West Ger- 
many. The metal workers’ 
union called for farther strikes 
after several factories were hit 
by industrial action mi Mon- 
day. In Pails the D-Mark was 
fixed lower against the French 
franc, but improved slightly to 
FFi&3545 from FFHL3S40 at the 
London dose. 

The Spanish peseta 
remained at the top of the 
European Monetary System, 
a n d the rtaifaTi lira was firm, 
around its upper divergence 
limit a gaiTwt the weaker mem- 
bers. 

The Australian dollar rose to 
7525 US cents from 74L60 cents 
in London. The Reserve Bank 
of Australia sold Australian 
dollars against its US counter- 

Sydney, but the local currency 
rose in the afternoon as the 
central bank stayed out of the 
market 
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MONEY MARKETS 


FT LONDON INTERBANK FIXING 


Nervous trading 


OLOOaja. UOZ 3 nods US dolhn 


6 nWHtfts US Dotes 


Trading was nervous on the 
London money market yester- 
day, ahead of today’s local gov- 
ernment elections in Britain. 
Three-month interbank firmed 
slightly to 15V.-15A per cent 
from 15B-15& per cent, but 12- 
month money was steady at 
15iJ-15il per cent, with senti- 
ment helped by the good per- 
formance of sterling on the for- 
eign exchanges. 

Short sterling contracts 
traded quietly on Liffe. Sep- 
tember delivery opened firmer 
at 84.75, and after holding in a 


UK cteutafl bask bus (enfloo rate 
15 per cast 
from Ocfoftr 6 


very narrow range closed at 
8173 against 8172 previously. 

Credit was in short supply 
on the money market. The 
Bank of England initially 
forecast a day-to-day shortage 
of £9a0m. This was revised to 
£900m at noon, and down to 
£650m in the afternoon. Total 
help or £604m was provided. 

An early round of assistance 
was offered and at that time 
the authorities bought £29m 
bank bills outright, in band 2 
at 14V* per cent. Another 
£256m bills were purchased 
before lunch, by way of £27m 
bank bills in band 1 at 1 4% per 
cent and £229m bank bills in 
band 2 at 14V* per cent. In the 
afternoon the Bank of England 


bought £99m bills, via £64m 
bank bills in band 1 at 14% per 
cent and £35m bank bills in 
band 2 at 14% per cent. Late 
assistance of around £220m 
was also provided. 

Bills maturing in official 
hands, repayment of late 
assistance and a take-up of 
Treasury bills drained £782m, 
with Exchequer transactions 
absorbing £170m, and a rise in 
the note circulation £115m. 
These outweighed bank 
balances above target of £105m. 

In Frankfurt credit 
conditions were tight as the 
Bundesbank drained liquidity 
at this week's securities 
repurchase agreement tender 
and banks built up reserve 
assets at tbe beginning of the 
month. Call money rose to 730 
per cent, only slightly below 
the 8 per cent Lombard 
emergency financing rate. 

At the tender tne central 
bank accepted bids totalling 
DM29.8 bn, made up of 
DMlS.Sbn for a 35-day 
agreement and DMi0.5bn for a 
63-day pact This drained a net 
DM2.5on from the banking 
system, as two earlier facilities 
totalling DM32. 3bn expired. 
Rates bid were similar to the 
last tender suggesting that 
although the Frankfurt market 
fears higher Interest rates in 
the future, there is no 
expectation that official rates 
will be increased at today's 
Bundesbank council meeting 
in West Berlin. 
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UNILEVER N.V. 


DIVIDEND ON DUTCH CERTIFICATES OF FI.1 , 000, R.1 004=1.20 and 
FM FOR ORDINARY CAPITAL ISSUED BY 
N.V. NEDERLANDSCH ADMINISTRATIE- EN TRUSTKANTOOR 
Final dividend payments of H^L36 per RA ordinary capital in 
respect of the year 1989 will be made on or after 18th May 1990 
against surrender of Coupon No 6. Coupons may be encashed 
through one of the paying agents in the Netherlands or through 
Midland Securities Services — "* ' — * 


ents In the Netherlands or through 
'Midland") at the address below; in 


the latter case they must be listed on the special form, obtainable 
from the Bank, which contains a declaration that the certificates 
do not belong to a Netherlands resident. 

DUTCH DIVIDEND TAX relief Is given by certain Tax 
Conventions concluded by the Netherlands. A resident of a 
convention country will, generally, be liable to Dutch dividend tax 
at only 15% provided the appropriate Dutch exemption form Is 
submitted. No form Is required from UK residents holding "K" 
certificates if the dividends are claimed from Midland within six 
months from the above date. If the certificates are owned by a 
UK resident and are effectively connected with a business carried 
an through a permanent establishment In the Netherlands, 
Dutch dividend tax at 25% will be deducted and will be allowed as 
credit against Dutch tax payable on the profits o f the e stablishment. 
Dutch dividend tax on this dividend Is F1.0.8375 at 25% and 
R.0.502G at 15%. The proceeds from the encashment of coupons 
through a paying agent in the Netherlands will be credited to a 
convertible florins account with a bank or broker m the Netherlands. 

UK INCOME TAX at the reduced rata of 10% on the gross 
amount will be deducted from payments made to UK residents 
instead of at the basic rate of 25%. This represents a provisional 
allowance of credit at the rata of 15% for the Dutch dividend tax 
already withheld. No UK income tax will be deducted from 
payments to non-UK residents who submit an Inland Revenue 
Affidavit of non-residence in the UK. 

A statement of the procedure for claiming relief from Dutch 
dividend tax and for the encashment of coupons, including names 
of paying agents 8nd convention countries, can be obtained from 
Midland at the address below. 

N.V. NEDERLANDSCH ADMINISTRATIE- EN TRUSTKANTOOR 
London Transfer Office, Midland Securities Services, Client Delivery, 
Stock Exchange Services, Suffolk House, 5 Laurence Pountney 
Hill. London EC4R0EN. 

3rd May 1990. 


LEGAL NOTICES 


NOTICE 18 HEReaV QIVEH. pmaarato Sac- 
don 48 ( 2 ) Of ■*» Vwjtvwwy Art m tte# ■ 
■mating at unmeorwri ci wdli o i a ol Ow 
■b om- nom ad eotmony *W bm Wd ta= LOUD 
HILL MOTH. ABBEY FWEOATC 8 , SHREWS- 
BURY. 8 Y 2 MY. 

on TUESDAY 18 MAY IflBO *0 11 JH mm tar 
8 w pupoM ot ranrtng ttriri OTtara B ■ W «ri 
Bw report prepared by Bw adoatatatrath* 
reorirera under Saotton 48 of Hw said Act 
-nw moating war, N I Winfco m. MriM * 
oommttiM ts eu e no lo ri Bw Antattans non. 
tarred on cre ditor * - o amta B ta e o by or wider 
(he Act 

Creator* ere only enriSed to vote 1 C 

M Buy hare deRMrad toes ottw address 
shown below, no Mar Bwn noon on 
MOMMY 14 MAY 1996 written dataita 
at nw debts twy dahn to be dm to 


(b) mere boa been lodged wKh us any 


el the address mentioned; photocopies 
Pnetodng toned coulee) are net ewwpbriri*. 

iw it inii tuna 
tan N CenuBwr* end John F Rowan 
Joint AdnrtaMrathra Reoohmre 

Com OuOy 

48 Tempi* How Blnn to g te ni B2 &ir 



Sound Advice on FTSE, 
The Dow and Nikkei Dow 

plus Gold, US Bonds ft Currencies 

UP-DATED J TIMES OAKY 


0836 405 460 


9-11 GROSVENOR GARDENS, LONDON SW 1 W OSD 
Tel; 01-828 7233 AFBD member 
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Call far oar current views 


CAL Futures Ltd 
Windsor Haase 
50 Victoria Street 
London 
SW1HQNW 
m tm-799 2233 
Ite 071-799 1321 





No.7^29 Set by DENMUTZ 


1 Transport available for port 
In Alabama (6) 

4 Old woman’s cabinet that 


6 Wine from a rude box, per- 
bapa<8) 

7 Area in the bouse for xcD- 


9 Abes mainly Jn firm, coarse 

fabric (6) 

10 Cart false design In tbe open 
air (g) 

12 Position of unwelcome co- 
driver (8) 

13 Jflgfctrrider. for example, to 
ve n er at e (6) 

15 C3»ese made the wrong way 
round (4) 

XB OOfttoe of hidd sake to be 


19 E&iest rock mode? (64) 

20 BuHrtln giving score (4) 

23 Torrent from a number of 
layabouts? (g) 

25 Enhance number in row 

Inside a layer (8) * 

27 "Wild Bill Hickok," for 
e xamp l e - cinerama disas- 

28 tohrny Producing 
big shot by everybody (24) 

29 Oame for smrtry sent wt 

89 (OTtal composer <jS) 

DOWN 

1 Mum tossing caber - how 
weird! (7) 

2 Battle-helmet? ( 9 ) 

3 Copper missing outside? 
What a pest! (5) 


8 English coda Is broken in 
Ushqp’a place (7) 

11 Steam is used to reveal 
French painter (7) 

14 Fortune lea to build part of 

church (7) 

17 Perhaps at thrifty stage in 
final set? (6-3) 

18 Transient, if gentle, move 
(8) 

19 One to share htiHng by day 
in the Big Apple? (7) 

21 An ofl spread between ends 

Ltocoln, say <7) 

22 WM regkm to pass over (8) 
24 Lora-game perhaps - bat of 

the series! (5) 

28 To go without food makes 
one so giddy (4) 


□HUaUQ □□□BED 

□ □ □ u U li 

auaQOHO DOQUOOE 

a □ o u o 
cjanaoLionaH hqqh 
_ a a □ u a 
□□□□D □DCQUODO 

□ BED □ 

OQHDQQnU EDOEQ 

□ a E Q H 
Q3QL1 CIQniDUQElEQE 

a a a □ q u q 
□DB aODHI CIDBBD^Q 
a 13 Q 0 □ 13 
aoBBun oDtitaaE 
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■ Stack Hgk Low CtaaaCtmg 

TORONTO 
4pm prices May 2 

An In can* brMM miM I. 
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Mm Stack Mg* Lon Ctoaa Cnoo 

HOMO SMmn 97% 7% 7% — % 

BOO Bico Bh ft ■%“ H 
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TOKYO - Newt Active Stocks 

Wednesday May 2 1990 


StaAa Cloalng Chang* Stock* Ctaalng Changa 

TVadad PHeaa on day Tradad Prtcaa on day 

Istiui 4d2m 1,130 +10 Nippon 8taa( 7.7m 5B0 +to 

Mppon Mining— 17Jtai 890 -10 SH ■ . 76m 982 + 22 

NKX 12.7m 5B3 +18 httaul Eng&Shp _ 76m 935 +34 

FUrukawa Be — man 850 +44 Oaafca Oaa _____ TJto 880 +28 

Mtachi 76m 1^00 0 CownoOD 5.7m 988 +34 
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in the Sky 


Of European businessmen who take 6 or more international business 
airtrips per year, readership of the Financial Times is 65% greater than 
any other international English language publication. * 

Complimentary copies of the Financial limes are available to travellers 
taking the following airlines in France: 

Air Europe, Air Exel, Air France, Air Inter, H61i Air, Air Afrique, Air 
Canada, Air India, Air Lanka, American Airlines, Brit Air, British Air- 
ways, Cathay Pacific, Delta Air, Egypt Air, Finnair, Gulf Air, Japan Air- 
lines, Kuwait Airways, Lufthansa, Pakistan International Airlines, Pan 
Am, Sabena, S. A. S. , Saudi Arabian Airlines, Singapore Airlines, Swiss- 
air, Taag Angola Airlines, Thai International, T.W. A., U.T. A. 

* Source: European Businessmen Readership Survey 1989. 


FINANCIAL TIMES jj 

EUROPE'S BUSINESS NEWSPAPER 
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4pm prices May 2 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 
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n* 7* tgccCQ 90 9 7* * +: 


13, 9. MMa ■ 188 0% d 8* 8 — * 

ft ■* U 4»^ft ft ftU 


- J-J-J - 

7* S* JW LPtOOa X I 95 7 9* 7 + * 

17* 10* JP tad 13 4 If* 18* 19* 

35* » 9*0 9 uni 33 * 32% 33*+ * 

g ftsay.-* “5 a ft ft ft+,* 

12* 11% Jrtari a 2»l um* «% T3*+i% 

9«* 22* JRInar 90 29 81449 Z3% 22% a + % 

50 40 JRvr ft 398 XI 3 42 41* 41*-% 

50% 41* JRnp<2 S0 22 7 41 42% 42%- % 

11* 4* 4na«qr M 1911 in 4% 4* 4* 

15* 10* JpOTC o 2179*18% 10 W*+ % 


. is n m 4% 4«_ 

IS* 10* JpOTC n 2ma18% 16 19%+ * 

49% a Jtm 190 3910 062 30% 37* 50 + % 

S4* 5*J*»CpTlM XT 4 22* 22* 22*+ * 


00* 47* Jortvta 198 29 n 5873 SB* C U + * 

49* 27* JohnCn 190 4914 m a 27* 27*- * 

14* 1% Jobrin *90 59 IS W $* t% B%- * 

30% a%JrtMn J2 &0171T8S a 84* - * 


3Ei 


B% 1T*KLM 91* 49 7 221 M* IB* 10* 

4% 32* K mart U2 62 SO ZB 13 33 32* 33 + % 

S* 20*MHEao 1 4415 a 21* 21% 21* 

2* W* Kanp% n290 U 7 17* T7* 17* 


— 7 17* 17* 17* 

9* 2* bMb 730 4% 4* 4* 

38* a%KgyPta« 63 70 1332 30* 30* 30*+* 

ss* a*K»jna u w a* a* a%+ 5 

94* C*KCSaa ta 29 • ao 42* 41* 41*-% 

24* 2Q*KanGE 1.72 1916 506 20* SO* 2C%- * 

25% 21*Kans8L 190 89 10 121 21* 21* 21*- % 

a* a%KBn It 41 21* 2D* S%- * 

21% W%Km*H 90 29 SCSI 11* mi Tl* 

24* 9* KayJM . 770 fit 2* 8* - * 


si a 


. 58* KsOom |9Z 2910 5C 63* 61* O +1 

35* 18 Kart7 90 XO 7 145 10* 18 10*+ * 

51% M Know 92 29 0WC3 » S»* 34*- * 

IS 7* KnpH LSO 14. CD 8% S% 8* 

TO TtKmoUva It 409 8% 8* «*-% 

11* 9% RaoM 190 IX IB 9% t* 9* 

12* 11 KapMn 97 79 288 11* 11 11*+ * 

tt% 11 K BsStr 90 XI IM 11* 11* 11*- % 

37* 37%Kmnt 1.W 29 II 280 32* S* 32*+ % 


21. 10* WM 148 7JT0 0B tt* a 19 - 

14* 1 kanQ 94 49 S T0% 10% 10* + 

63* 43*K»rt401JZ XTBM2Q 49* 47* 49* 
28* a*Koj 0 * 196 U 7 080 26% M* 24*- i 


27% 13 KayaCn 12 M«7* a* =7%+ * 

a* W%K0)i(ni 90 32 22 585 ^5% ah 2J*+ * 

75% 60% KkaOQ 2JZ 49 12 887 65% 64* 05%+ * 

0% 4% KJmEa a 9 417 I T* 7* 

45 2S* KngWM 10 4792 32% SO* 32 - % 


U% 0* KBAirt 1.10a IX 67 8* 0* 0* 

0^ 43 Knohn 192 29 10 19 47* 47 «*- * 
it* 0* Knego 90 XI 88 43 e% 9* B%- % 

29* WaKeoar 29D i*4io 149 a* 20* a* 


24* 9* MW a 29 9 BE 12% n* n* 

43* l8%Naraa198n IX 228B IB* 17* 19* +2% 

io* n*i% 0 ov 40a i 2 * 11 * 12 + * 

65. 108, KobW70o .788 1 Cl* 721* in* +8* 

U* 8* Kunfcn 9BB 9 13 62 10 8*W+% 

»* TOuKyocar J5r l» a 89 02* 82*-* 

17* M 90 69 0 11 10% 10*- % 


S 

a % 1S92 1SC-M1 

5 2*0 2* 2*- * 

318 14* 13% 14*+ * 

3t a s* o* o* 

29 a i «% 19% n* , 

79 IS » 32* 31* £S-* 

£311 90 17% 17* f7* 

10 240 7* 7 7 

89 8 94 13* 13% «*+ % 

19 11 114 18* 18* 15*+ * 
43 14 394 12* 11* C + % 
£710 12 SO* M* 20* + * 
19 11 KM 14* 14* 14*- * 
2912 1G5 82% 31* 92%+ % 
IX 472 12* 13* 12*+ * 


% % ft *\ + H 

a a* 8* a*- * 
203 11* 11* 11% . 
454 7* 7* 7*+ * 

2 45% 40% 4B%+ % 


9 203 11* 11* 11% . 

C. 404 7* 7* 7*+ * 

1918 * 48? 48% 4B%+ % 
20 EIObB V 27*+ * 
XS B 112 «* W* «* . 

29204200 07* 00* £%+ * 


5Q97 60 SB* 50*+ _ 
19214370 40% 3B% 40*+.* 
79 1* 13* 13% »*+ * 

89 9 9GB C% 62 52* 


$0 8 BO 52* 82 52% 


X4 31 24* 24* 24% 

noa 71* Ti* 7i*- * 
x7 o a a » + * 

XSHMIIOSC* 32* «*-* 
24 14 70 45* 48 40 - * 

9 91319 no* no* no%+ * 
22 « 84 18* an* n%- % 
M2 * IM# *+1-18 
ax 480 4% 4 4 - - * 

12 808 n* 10 * «* . 

TM6 M* 12 18*+ * 

U 1733 18% 18% «%+ * 
n. z800 41* 41* 41*- * 
ML 8420 n* TO* 79* + * 

11. « 24* 84* 34*+ * 

IX 80 29* 29% C*- * 

IX 2 25% 23% 23% 

UL 4 23% 23% 23* 

2912 97 37* 37% 87*+* 
10 328 W% M* «%+ % 
29 B 629 Z7% 25* 2T%+1* 
44 » 17 W* 17 

23m 986 43* 42* 43*+ * 
24 a 7a 41* 41 41*+ % 

IX « ZT* 27 27 

7918 141 87 80* 87 + * 

1417 1017 35% 84* 38*+ * 
2914 Ml 30* 30* 88*+ * 

2.714 MS 24% 24* 24* 

39 9 204 B* 80* 20*- * 
147 a* a 20*+ * 
14 26* 26* 28*-% 
230 B 17* 17*- * 


«* 54% 
48% 32% 


a* to* 

ft ft 

M* 7* 

a* a* 


W 3* 
181 2* 
1912 C 32% 
12218257 SS* 
79 9 191 a* 
C 1 
7.1 Tl 80 2D 

X 1424 0* 

IX 4488 8 

IX am* 9 

79 194 9* 

It 102 7* 

a n s 

IX 72 7* 
84 m 12* 
291817 11* 
MBS 17% 
IS 82 n* 


2i- * 

32%+1* 
85 *+ * 


ni 

5 *+ % 

'Alt 


44* 28* 
44* a 
40% 34* 

ll 

i? 


5 

«% 

ft | 

n MkHpMA 
34% mm pt+oBa 


17 1* 7*< 

47 11* 
6 445 62 


17 1148 40* 
8 Cl 8* 
19 460 C* 
BS319 10 
1890B2C2 


245 (0* 
710 2% 
349 40* 


a t 2 * 

U 157 12* 

aid 21 * 


90% 80* 

ft ft 


17% 17% 


a* 84* 
40% 4rt 
41* 45* 


20% 12% NO 

jifK 

8* t L 

42. 33% NSMI 


1% 3-ISKBam 

30 % a%m8«tn 


8* 6% KStand 
SB* 2t%Mnw' 
IS* W%NMHP1 
0* 3% NaW 


an 
VS.\ 

ISC 1HE-M 

a* a*- % 

31^+1* 

ft h\ 

S3* 4 

18-18 U-10+M< 


48% 48%+ % 
18% 1*%+ % 


io* n%+ * 
21 % 21 %+ * 
a% s%+ % 

1-18 t-1t 
B 28* + % 
12* M*+1* 


ctip 

ass 

as 


a% 22 * 

41 38% 

27 M% 

ft 1% 
ft 5% 

84 48% 

14% TO* 
SI* 48 
88 H 
W4% 88 
13% 13% 

io* r* 

Ml «4 

19* TO* 
47. 32* 

17% 12 

MS 10% 

41% 33*. 

a* a*i 

9 % 2 % 


17* 17*— * 
M* «% _ 


ft 5%+ \ 

27%+ * 




42*- % 

Stti" 

12* 

47 

80 80 - % 
00% «0%“ % 
4 14 

8% 0*- % 
Ml MI-MI 
74* 15*+ * 


W% 11* 
21% 

M ffS 

2% ft 

44 a* 

B 71 

a* si* 
28* 18* 

ft ft 


7 %- % 
2 

1532-1-32 




80%+ % 
80 *+ * 
aJ- * 


««• OoMfr£ 

Ha. TUB 10W Hflll Lrtr OttUaCkaa 
1919 79 13 ® 18* Wh 15*- L 

9S 72 6 S 11% 11* 11%+ L 



79 13 9 18* 15* IS*- % 
72 S S 11% 11* 11%+ * 
W7 4% 4*- ^ 

72 11* ID* 11 - Z 
ftO 10 9M2Q It* 19*- * 
C91120O S% 33* ^+\ 


a<$ n* 
0* ** 
S* 40 
87% 48% 
12 * 11 * 
18 % *4 

» A 


.48 9 

90 &7 

n192 79 

nUDO 79 


X6 mu 42 42 42 -1 

XI 2100 75 73 73 

89 2300004* 54% 84*- * 

16 UTl 23% 23% 23% 

87 9% S* 8% 

79 347 13% IS* 15%+ * 

24222481 88% 88% 88* 

44 71013 is* n* a%+ * 
807 6* rt 8% 
1412 S 44* 44% 44*+ % 
9M 367 04% 83%. 03% — % 
X7 20 12% 12 IS + * 
74 W 14* 14% 14*+ * 
06 14* 14% 14*+ % 
84 M% 14 14%+ % 

48 TO* TO* H* 

72 10* 10 TO 

01 TO* u W*+ * 


97* 84 

900 ta 

0195 72 

94 79 

.719 74 

nl48 7 A 
190 79 


719 74 1201 TO* M W*+ * 

198 74 678 14% M 14% + * 

1.06 79 1184 W* 14* 14% 

490 X6 a2STO 81* M* 81 + % 
- 0-0-0 - 


a 140 ra* u* ra%+ 


31 28* 

141 118* 

ft ft 
ti ft 
ft M 

01 92* 

93* C* 

“S *5 

80% 80* 


916 1* 1 1 - * 

xJSzS al ft ft" * 
IX zSTO 121* tat 120 
14 649 22* m* 22%+ % 

64121178 » C* 23% 
a 367 23% 23 23%+ X 

11. 9CB1 18% 18* 18*+ * 
89 1 23% 23% 23% - * 

TO. zno 01* 01* 91* 

Ul z200 88 88 66 

X7 Z5D 87* 87* 47*- * 
94 220 79 n n -2 

at" TOO ^ *9^ 

49948B S3* 62* 53+i 

1917 86 7* 7% 7% + * 

TO 51 8 7% 7% — * 

39 8 179 12% 12* 12*+ % 
94 10 329 12* 12 12 - * 

It 10 40 IS M* 14V 
IX M 8% 8* 8* 

IX 304 9% 9 0%+ * 

36 7* 7* 7* 

40161 9 »* 2**- * 

XI TO on u» 37* 38* +1* 
12 3% 6 8% 3% — * 

4962119 19 TO - % 

! It 20 19k 19 19% 

X9 S3 22% 22 22 - * 

a 131 TO* 19* 10%+ * 

190 29 61 <96 44* 43% 44%- * 

40 SS 12 Sa 22% 22* 22%+ * 

40 2213 21 22* 22* 22*-* 

98 XI 33 106 12* 11% T2*+ % 

81217 20 % 20* a%+ * 

98 X1 10 9 9% 0% 0% 

— P— O — 

til 3S 11 104S S3* m% 33*+1% 

92 tS 4 122 ft* 0* 8*- % 

2.12 9911 B« 38* B% 36*+ % 

199 39112380 49% 44% 44*- * 

40 1J4B 60 35* M% 35* +1 

40a X0 7110* TO* 18 % 16 

198 IX Tl 14* M% 14% 

X49 8414 451 41 48% 41 

142 7.1122604 21* 21* 21*- * 


17* 11* 

all 


a* a 

A a 

25 18% 

30* Zt* 
27 TO* 
46* 60% 
46 21* 

27* TO* 

ftft 


40 33 ' 

46* 37 

37% a. 

W% 13% 
TO* 14* 


17% «% 
SI* 37% 

|| «* 

1% 1M2 
30 % 21 * 


22 %+ * 

M*+ % 
20%+ * 
B% 


«% 3% 


1J 4S 60 36* 34% 35* +1 
X0 71109 TO* 18* 10 
IX Tl 14% M% 14% 

8414 451 41 46% 41 

7.1 122604 21* 21* 21*- * 
a 66 M* M* 14*+ * 

2X2 42 IS 4419 43* 42* 42%- * 

(140 &7 11 2003 20* 20% 20* + % 

42 XI IS 402 17 TO% 16%— * 

39 K42 1M2 1S4Z+1C 
74 34 4000 29% 9% 28*+ % 


« 2 $ *% 

*s % 

r 11-1* 4% 
11 9* 

10 
1* 


si ft! 

ft 73% 

rr* ft! 

S! 



90 1410 881 11* 

300 8» 0% 

30 IS 4% 

90 14 a T7D0 47* 

42 2415 SB 13% 

.1 1708 fl* 

92 99141470 26* 

* ** 
08 31 4* 

190a IX 180 TO 

1142 TO. 23310* 
a i* 
X1 18 418 23* 


s m 

49* 47 - % 
13* 13% 

ft ftP 


XI 10 4037 03% S3* 03* 
7416 4M 40* 40* 40*- * 
89 ZlW tO 46* 48% “ % 
at zibo Man +i* 
X7 250 87 57 V -1 

09 2148 «1 m 01+1 

XOTO an 75 74% 74*+ * 

73 TO 488 21% 21* 21* 

14 3D TOC 12* 12* t2%- * 
14 19 0004 90% 08% 68% +1% 


8413 M 14* M* 14%+ * 
XI TOO 21* 21* 21*- * 
TOLTO MS 4jf 44 
40. M S 1% 2% 

n TO7 7% 7* 7*- * 

43S2B5 22* 22, »3+ * 

49 14 3909 57* 56* 87$+ * 

69 » 600 fiB* 88* a*- * 

76 11 3047 W% 15* *%+ * 
TO. MOO 37 37, 57. + % 

£ nS 'A * 

it a n* ii% ii*+ * 

3913 TT09743 41* 42%+ * 

44 TO 237 19% 13* «%♦ * 
99 8TOBB M TO* » 


39 a MW 29* as* 25*+ * 
1911 7M 19 17% w + * 

f 37 TO* 13* 13*+ * 
X2TO 27 27* 27 27%+ * 

1410 238 ll* ii% 11*+ * 

UTOb TO. « «* 8* 8* 

90 J 9 44 0* ■ 9*+ % 

. 3*36 W% 12* 12% 

190 2910 939 47* 45* 47 - * 

90 U ac 17 H% 17 

a 3033 »% 14* W*+ * 

-TO* sir a 30% a* 30% 

4 12*412* 12*-* 

n an 3 as* as% 

8 6* 0* **- * 
14861224 42* 42* 42* 

83 TO* 18* TO* 


It 351 a 23% »% 

8 6* 6* **- * 
I486 1224 42* 42* 42* 

» TO* 19* 19* 

XI 6 374 23% 23 23%— * 

. " « >* »% 3%“ 5 


74 447 18% 10* TO*- * 

09 1 26* 24* 20*+ * 

X9n 4 334 12% 12 W%+ % 

+TOa 9 IS* 12 12 - * 

190 XI liras 3B* 35* 38%+ * 




» is* 12 12 - * 

XI 91035 30* 35* 36*+% 
7411 783 2D* 20* 20*+ * 
910 193 30 23* 30 + * 

XI TO 3» 21 d20% 20%- % 

tszi aa ash ao 20% 

208 11% 17% «*+ * 
806 7% 7* 7%- * 
It 43808 0* a 8 - * 

ax 7 >72 7* 7 7*+ % 

tl TO 4356 a* a a*+i* 
2X 10 40400/2% 71* 72*+ * 
1211 400 38 30 JB 

29 20 11 18 6T7* 17%- * 
744 04* 34* 24* 

TO. 10 TO 8* 8% 9*- % 



TO TO 13 8* 9* 9*- % 

23. 81 4% 4* «%+ * 

IX 1944 7* 7* 7*+ * 


si a 

T3-1B M2 
88% 48* 

TO. 11* 
TO* 11* 

s*. **? 

H* TO* 



7*+ * 
21 %+% 


ul ' 

2lS— * 
21 %- % 




as 

is a 

II 


96 IX 1844 7* 7$ 7% + * 

2 24 0-W * * 

98 TO. » 0* E* 5* - * 

96 K 1401 P 9% 9% 

2 94 6 579 21* M% 21%+ * 

Ptt* U 2 22 % 22 * Ze%+ 2 

i rsi 3* » 3*+ * 

«p» aaoo 21 * 21 21 - * 

pa as 21 * 21 * 21 *- * 

0® 15 21* 21* 21*- * 

P« N 21% 21* 21*- * 

pe 61 21% 21* 21* 

F£ a 21 * 31* 21 *- * 

C 21 * 31* 21 %- * 
362 10* 16* 16*- * 
XOB 82102336 a* 24% 28%+ % 

. ,7 « * 2 2 + * 

195 128 401 U% 18 »*- * 

TO 21 9* 9% 0%- * 

198 TO. zn 11$ 11* 11%+ * 

95 IX 288 8 * 8 * 8 *+ * 

»9» 89 «I7 0% 9* 8 *-* 

99 TO. 1818 8% 8 »V+ * 

8 98 XI 194 10% 10* 10*- * 

JBn XS B70 0* 0 g - * 

* TO. 1TO2 0% e* 0% 

JB IX TOC 7% 7 7*+ * 

93 ix 4020 0 % 0 * «%- 5 

fl 1340 IS* M* K + * 
1M4 1394 13X4—1X4 

479 239 12* Q 12 — % 

tO t 121 18% 18% 18*+ * 

83 ft 

n 34% W 1 34* 

“5 v * 

40 83 7 10S 12 tl* C + % 


M 0% 

2% S2{-i 

ft « + % 


7 185 12 tl* 12 + % 
.28 E*tf11% 11% - % 

ft ft ft;s 

1% 7 148 n 8* rt- % 

■ 5 * ,ws . ft ft ir* 

TO COM ^63%^ 9* 




H a 

»* 21 

3 15-15 

17. 14* 
TO* 13* 
20 12 * 
to% a 
M2 


S3 


TO 14% 

£3 

its^ 

tt% 1 
TO* „ 
17% 

25? ** 

a* w 

27* ia! 


1 196 X2 TO 966 M mt M 
>«4 MSW | Sk*u 

c tnaiToi so* a* »*+ * 

U 7 S 18 |Q H ■ L 

;*« TO 8 234 as* 33* 23*- * 

as ntn ft ® k%- * 

Xfli 9 203 24 23% 23) 

9.7 TO C W% ft 14*- J 

1S2 IX 8 3 13% 5% 135+ % 

* J* 191* WD 17* T7* 17*+ * 

■TO* is 1 8* e* 8*+ * 
u , JM2 1 *6 7-U-M2 

iixa m. 7 o a n ia 

<82 XX 20 TH 6% 6% t%- * 

.3 a "2 =5i:x 
’» m^si aa.i 

* ,i s a & ' 

■- S ^;S 

« «4 m . £ ft & Sii 


ft;i 

83 20* 20* 2D* 

75 C* SI* 02*+ * 
7 17* 17% 17*+ * 


ala 4310 wo m* aa 

TO 17 938 19* V 
1 -38 XI 104234 25* a 


am.e 


Continued on Page 43 
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NYSE COMPOSITE PRICES 


talMh nth w 

HWt uw SWk Dh.mc WteHfgb Low Sggm 
Continuad from previous Paga 


on 

Cl— rra«. 

Mr. VMS MOaMflfa Lter OdtoCtoan 


Stock DTOWLE l M to » low Qmm CW 


W%&tend«0S 13 tl 72 22% 21% 22%+% 
8? Sj&Tfi 9(79 8% a 8% + % 

to Spnow 31 22 IS 31 IS? (ft 18% + % 

40 Spntoc 1J» 3219237 50? SO 50% + % 

22%Sy*M8 20 J3217* 80% »% 30% * % 

!6%%«Ct 15 H 19 18% 18%+ % 

75% TOST .& 22011(0 20% 21% 22 + % 

9% TCF Fa 00 42 7 78 0% 9% 9% 

7% TCW M TO. 229 1% 8 S%+ % 

at%1SK8 260 3 1 43% 45% 43V-1 

25%1ECO US 80122402 27% ZT 27% - % 

6% TW tato ft 7 O H 5% I?- % 

12% TJX 08 15 92613 13% 12% 18%+ £ 

18% TNP 181 8010 172 W% 17? 18%+ % 


8 I'SK, - “»'S5 S„ £ « 

fi-sonare .SrSHKS!: 

w 8%Royw jo. aii§ w o% 7 £* + * 


zi% a%+ % 
a a%+ % 

16% lfl%+ % 
SO bo% + % 
»% »%* ? 
78% 18%+ % 


a .S a 15 


SB? 21%UmFda.C8 24 18 472 3% 27% 29?+? 

*4% 1l?lPnvHR 148 12. W 8 12% 12% 12%-% 

7% 1% UMdeb 18 4% 4 4 

• 4% UftUd • 78 8 8% 8% 

8% 8% U&Ud H 8 8% 8% 6% 

33 i 21% Unaad 3 JO 2.4377637 29% ») 29 - % 

42% 26% Upjehn 1 17 214857 36% S% 3B?+ % 

«% J4? MTS U9 40 a 438 35% *% 33% 

B% 8% UoSoF £ a 18 8% 6% . 6%- % 

3% 17% UttCo 144 72 9 80S 3% 20 20 - % 

- V-V-V - 

28% 29 VFCp 1 U 12 439 30% 2»% 20% 

8% % WHO ■ JBj 809 3% *% 2%+ % 

18% 13% VMS 20 1J 17 273 15 14? IS - ? 

19? 13%VatoR> 08 2015 1140 14% 13% 15% ~ % 

*? 28%VMorpa44 i& 6 *r% *7% 27% 

22% M%ValNQ 1M 17.21 367 15% M% IS. 


I Unocal j 70 1437 7337 29% » 
i Upjohn 1 17214857 36% S5 


17% 9% T6F Fa 40 
6% 7% TCW M 

46% at%10K8 060 
29% 23%1ECO US 

«% 6% 716 Uto 
21% 12% TJX 48 
22% 18% TNP US 


61% 42% TRW 172 US 477 47% 47% 47%+ % 

% 944 twa «iW| W«__ %_W3tM 


»% 8% ftymr pn.17 » » 5? Mo wf 

®% M. 2£3Hte *■* « W 21 32 431? » ?_ t. 

a *saw « •« % -4 5 

tt * • £ ’ft % ’Si 1« 

T^oWBCSe W » d 


11 % 1 !%- % 
7% 7? + ? 

18% 13%-P* % 


40% 10 nhoaoKTS* 81 1038 23% 20% 

14% 6 Ttfoy 00 50 4 166 9% 9 

tt tt raSift ns uaimoafi Si 

30% 18% Ton— 313*22 25% » 

46% 29? Tandy JO 19 01473 32 31 

12% 10%TaJ1YTV» 73 43 11 W 

12% »% TeoCA a JB 7.1 64 10% W 

14% 7 TehSym . 3 66 S% S 

94% T2%TsBnu 00 4334 MO 13% 12' 

40 UV n«nU3 32 704 3B% 30 

38 29% Telgo 4 40 3.1 386 28% 25" 


13-32+1-32 

•w 

73 1 13% 13% «? + £ 

20231186082% 80% 82% +2% 
SI 2*22 25% 2S% 29%+ % 
19 0 1473 32 31% 31%+ % 

73 43 11 10% IQ?- % 

7.1 84 10% 10% 10% 

8 08 0% 8% 0% 

4384 848 13% 12% 18%+ % 
32 194 30% 30% 80% + % 

3.1 588 28% 25% 25 % — % 
*7 13 CSS H? 2% 22%+ % 

8 987 32% 32% 52%- % 
14 100 U? 13? 13%+ % 

12. 488 8 7% • +% 

11 1407 7% 7% 7% 

50 388 8% 0% 8%+% 

43440468 86% 88% 86%+ % 

74 8 08% 88% «%+ % 
TO 2» 18% 18% »% + % 

228 1241 g% 8% 8%+ % 

U> I 8 8 + % 

’Vlr'* 

4.1 22 10% 18% 18% — U 
llWStSI 84% 38% 34%+ % 


St— Mb 1004 MM Ito UMCtolf 
AftWBd 29 3*8 39% 30 30% 

ACC Cp .16 20 21 9% 9% 9%- % 
ADC 15 sa 21% 21% 21% * % 


» ion 38% as 
16 818 8% 8 
21 993 21% 21 


OSS 21% 21 21%+ % 

2820 10% 9% 10%+ % 


»?+ % 
’S'-i 


ass. - u “s 3 I s 3 * i s 


45% 36% SUN n 230 ML dafiC % 

20% 21, £Wfl30 0311 40 S? h? 2 

28 6% 8om 128 8 d sh e2- S 

Si* Si O o W o W JS 1.1 n 1810 47% 48% 47% +1% 
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AMERICA 


Interest rates overhang 
Dow’s hesitant recovery 


Wan Street 


IN. SPTEE .of modest weakness 
in the Treasury bond market 
before next week’s quarterly 
refunding, equities registered 

respectable gains, writes Janet 
Bush in New York. 

The Dow Jones Industrial 
Average closed up 20.72 points 
at 2689.64 on moderate volume 
of 141.6m shares, building on 
an advance of 12.16 points on 
Tuesday and 11.71 on Monday. 

Broader market indices rose 
roughly In line with the blue 
chips. The number of stocks 
rising outpaced those declining 
by 852 to 582. 

So far this week, t he D ow 
has moved higher in incremen- 
tal steps in rather thin trading, 
a somewhat unconvincing per- 
formance given that it had 
been failing sharply and was 
widely regarded as being over- 
sold. Nevertheless, the modest 
gains have come despite con- 
tinuing price falls in the bond 
market. 

One major reason for the 
anae mic nature of the recovery 
this week is concern about 
next week's refunding at which 
the Treasury is expected to sell 
a record $30.5bn to $31bn of 
bonds against a background of 
uncertainty about interest 
rates. 

The issue of rates is relevant 
both in the US and abroad. 
Domestically, recent figures on 
economic activity and price 


pressures have suggested that 
there is some justification for 
the US Federal Reserve to 
tighten monetary policy. 

Intern ationally, theta is tnTlf 

of the possibility of a coordi- 
nated interest rate rise in 
Japan, West Germany and the 
US. The Group of Seven is 
scheduled to meet on Monday 
in Washington. 

Yesterday’s economic 
releases included a 0A per cent 
rise in US leading indicators in 
March, larger tha w the finan- 
cial markets had expected. The 
Tan Book of reports on activity 
from regional Federal Reserve 
banks was also published. 

The report concluded overall 
that the economy is expanding 
at a slow pace and that there 
has been some rebound in the 

Tnannfnriurfng sector alHwMg h 

no serious price pressures. 

The Treasury market was 
left weaker by these items but 
none provided dear Justifica- 
tion for a move in interest 
rates. 

Financial markets will now 
be looking at tomorrow’s April 
employment release for further 
dues on economic activity. 

Among featured stocks yes- 
terday, American Genera], the 
fourth largest publicly owned 
insurance company, rose $714 
to $47-58 after putting itself on 
the block. 

It expects to fetch more than 
$7bn. Torchmark, its smaller 
rival which had earlier made 
but dropped a $6-3bn, $50 a 


EUROPE 


DAF hampers Amsterdai 
as most bourses advance 


DISAPPOINTING earnings 
tipped the Netherlands lower, 
with DAF leading the ^Hwefi. 
Although other leading 
bourses made healthy rises, 
volumes remained thin, writes 
Our Markets Staff. Madrid was 
shut for a holiday. 

AMSTERDAM saw DAF 
plummet to lows of FI 2820 in 
active trading before edging up 
to close FI 520, or 16 per cent, 
lower at FI 28. DAF*s warning 
that it would «wain» a loss in 
the first half of 1990 cast a 
cloud over the whole market 

“There have been so many 
disappointing earnings in Hol- 
land that there is little reason 
for thp market to take off," 
said one salesman. The CBS 
Tendency index fell 02 to 1152* 

DSM, which reported a 
smaller-than-expected drop in 
first quarter earnings because 
of lower taxes and an extraor- 
dinary gain, fell to FI 113.10 
before closing 30 cents higher 
at FI 113.70. Hollandsche Baton 
Groep, the builder which said 
in its annual report that an 
expected tax burden would off- 
set encouraging prospects far 
pre-tax earnings, eased F1L50 
to FI 206. 

Retailer Ahold was 10 cents 
lower at FI 128.70 after saying 
it expected 1990 net profits to 
be substantially higher. Phil- 
ips, due to announce first quar- 
ter results today, eased 30 
cents to FI 3730. 

FRANKFURT rose as domes- 
tic traders decided that it was 
time to take stock on to their 
books after an improvement in 
Tokyo, and in anticipation of 
interest from Japanese inves- 
tors once their Golden Week 
holiday is over. The DAX index 
closed 30.16, or 1.7 per cent, 
higher at 1243.41 after a rise of 
936. or 13 per cent, to 776.15 in 
the FAZ at midsession. 

Volume stayed relatively 
light at DM43 tm, although u 
recovered from the DM3.7bn 
low for the year which it 


touched on Monday. Equities 
chose to tenure the continuing 
de te rioration in the bond mar- 
ket, where the Bundesbank’s 
average bond yield rose 
another two basis points to 9-05 
per cent. 

Equities saw tb«ir big rises 
in speculative, or more volatile 
situations such as Continental, 
Up DM1630 at DM30830, and A 
& M. DM35 better at DM735. 
Lufthansa rose DM7 to DM189 
and Nlxdorf DM12 to DM34830. 

Institutional stocks saw 
Daimler «nd Deutsche Bank in 
particular favour, rising 
DM1930 to DM842 and DM2030 
to DM768. Daimler was faiiMng 
about truck volume 
year as the Hanov er trade fair 
opened yesterday; cars and 
financials have been relatively 
weak sectors of the market in 
the past month or so; and 
front-line international stocks 
such as these two might be 
expected to top foreign inves- 
tors’ buying lists if they come 
back to German stocks soon. 

PARIS rose quite strongly 
after a stuttering start, but vol- 
ume remained thin as many 
investors extended their May 
Day holiday. The strong finish 
in West Germany and the 
steadiness of domestic bonds 
encouraged the French market 
In the absence of corporate 
news, and the CAC 40 index 
finished near Its day’s high, 
rising 1937 to 2,066.03. 

Turnover was about FFt2bn 
worth of shares, up from Mon- 
day’s very thin Fm.4bn. 

Peugeot had a good day, ris- 
ing FFr27 to FFr887 with 
133,750 shares traded; the gain 
was put down to bargain-hunt- 
ing. Elf Aquitaine, the oil 
group, gained FFr6 to FFr668 
in relatively busy trade after 
th e em ergency Opec meeting. 

ZURICH featured Nestli and 
Surveillance; the food company 
on good 1990 prospects and 
cancelled rights issue plans, 
and the quality control group 


on the liberalisation of its capi- 
tal structure. 

Nestld bearers rose SFrlSO to 
SFr8,400, while Surveillance 
saw its certificates fan SFi40 to 
SFr4,550 as its registered 
shares gained SFr450 to 
SFrS,650. The Credit Suisse 
index rose 3.1 to 5803. 

MILAN was narrowly 
in thin trading after Tuesday’s 
holiday, as few investors were 
willing to enter the market 
before Sunday’s local elections. 

Telecommunications issue 
Stet, which had been heavily 
sold by London investors in 
recent weeks, jumped L100 to 
L5380. "Stet has been oversold 
and is now looking interesting 

after jimlnr ^m rfimmiwg Hip man. 

ket by 10 per cent over the last 
month," said one analyst 

Agnelli holding companies 
drew demand, with IE1 closing 
L100 up at 137390 and reach- 
ing 138350 after hours. The 
Comit index rose 035 to 68936. 

OSLO rose after the previous 
day’s wage agreement by pub- 
lic sector workers, who had 
been threatening strike action. 
Firmer overseas markets and a 
slight rise in North Sea on 
prices also boosted share 
prices, with the all-share index 
gaining 934 to 60435 in thin 
turnover of NKr 185m. 

Kl fce m , the metals company, 
gained NKriB, or 9.7 per cent, 
to NKr26L After the market 
dosed. Saga Petroleum said it 
had bought a 10 per cent stake 
in KUcem rawing its holding to 
more than 12 per cent 

STOCKHOLM was pulled off 
its day’s lows by a rise in 
Astra, the pharmaceutical com- 
pany. Astra free B shares 
gained SKrl3 to SKZ416 and its 
free A shares added SKrl8 to 
SKr418 on the news that Losec, 
its anti-ulcer drug, had been 
approved for sale m Italy. 

Volvo free Bs lost SKi7 to 
SKr321 after figures revealing 
an 8 per cent fall in its US 
sales in ApriL 


Seoul suffers as confidence floods away 

Many individual investors are utterly disillusioned with shares, writes John Ridding 


Share bid, said it would make 
another offer. 

Eastman Kodak added $% to 
$377* after it reported first 
quarter net Income bad fallen 6 
per cent from, a year earlier, 
roughly in line with forecasts. 

Boeing added another $*X to 
$72%, continuing its sharp rise 
since it announced very good 
results on Monday. 

Pepsico, hit on Tuesday on 
news that Burger King is 
switching its allegiance to 
Coca-Cola, added $1% to $66% 
after it announced that it was 
raising its quarterly dividend 
by 20 per cent to 30 cents a 
share* 

Ames Department Stores 
rose $% to $2% after a federal 
bankruptcy judge gave interim 
approval for the retailer to get 
hold of $25m. 

Canada 

FOR THE third consecutive 
session there was little move- 
ment in Toronto share prices 
which closed mixed In dull 
trading. 

The composite index gained 
631 to 334034 but declines led 
advances 295 to 287. Volume 
was 2131m shares compared 
With 163m ghflrwg , 

Ten of the 14 sub-indices 
were higher including con- 
sumer and industrial products 
shares, mining issues and 
energy stocks. Golds dropped 
136% and banking stocks were 
also lower. 


S OUTH KOREA’S stock 
market, which has been 
moving gradually down- 
wards this year, has acceler- 
ated its decline to a frightening 
extent in the past two weeks. 

After gains of 90 and 73 per 
cent in 1987 and 1988, Seoul's 
composite index has lost 
almost 80 per cent since Its 
all-time high in April 1989; it 
has set two records for one-day 
fells within the last two weeks. 

A crisis of confidence has 
been brought about by a series 
of economic and social ooq. 
cems. The most Immediate is 
the re-emergence of labour 
unrest, which has caused 
severe economic disruption in 
each of the last three years and 
raises fears of tension . 

Strikes at Hyundai Heavy 
Industries, Korea’s largest 
shipbuilder, and Ko rea Broad- 
casting System, the state-run 
television and radio network, 
have prompted more wide- 
spread disputes and height- 
ened investor nervousness and 
police intervention. 

Th e rise Of inflat/gp Iwh alert 

ASIA PACIFIC 


sapped confidence* The con- 
sumer price index, which 
undere s timates the real rate of 
inflation, rose by nearly 5 per 
cent in the first four months of 
this year, approaching the Gov- 
ermnenfs annual target of 5 to 
7 per cent and threatening 
douhledigtt rises far the year 
as a whole. The build-up in 
money supply, demonstrated 


the first quarter, threatens 
greater inflationary pressures. 

At the same time, the diver- 
sion of funds into real estate 
speculation has both exacer- 
bated inflation — thw^ gh t y 
increase in land and rental 
prices - and weakened the 
stock market through. *><«* out- 
flow of funds. 

There are still bulls of *ho 

wy i nn my anti the winr+pf f pfoe 

Bank Of Korea is forecasting 7 
per cent real OIF growth for 
the current year. “All of the 
indices are showing improve- 
ment," says Mr Don Lee of 
Ssangyong Securities, “and I 
am frus tr at ed by investors’ 
lack of confidence." 


But even if the problems 
have been overstated, this does 
not imply a stock market 
recovery. “Investors have been 
badly burned,” says one ana- 
lysts a foreten securities com- 
pany; “they just want to get 
crat” An additional problem is 
that many individual Korean 
investors have never previ- 
ously experienced sharp falls 
and have become disillusi oned 
altogether with the idea of 
investing in 

Pressure from investors and 
fears of complete collapse have 
p ro m pted the Government to 
take action. On Tuesday, it 
announced a series of mea- 
sures to curb real estate specu- 
lation, including farced sales of 
surplus land headings by busi- 
ness conglomerates, particu- 
larly insurance and securities 
companies, and a number of 
anti-inflationary steps. The 
aim was to prevent a further 
flow of ftmds Into land pecula- 
tion and to generate resources 
for institutional investors. 

The immediate response was 
i m pres siv e- The market gained 
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more than 4 per cent and rose 
through the psychological 700 
point barrier. 

But analysts doubt that it 
will stay there. “Fundamental 
sentiment waak," says 

Mr Alistair Staddon of Baring 


Nikkei clears 30,000 in sandwich session 


Tokyo 


CURRENCY stability and 
expectations of future strength 
in equities encouraged broad- 
based buying yesterday, and 
share prices advanced above 
30300 for the first thna since 
early last month, writes 
IGchtyo Nakamoto m Tokyo. 

The Nikkei average rose 
steadily, dosing at its high of 
80,173.64, a gain of 483.81, 
against a low of 29,73633. Win- 
ners far outnumbered losers at 
773 to 196 with 130 unchanged, 
and turnover doubled to 480m 
shares. The Topix of all 
listed stocks gained 33.03 to 
234731 and, in London, the 
ISE/NDskei 50 index fell Q36to 
1,72633. 

Yesterday was the second of 
the two trading sessions sand- 
wiched between the long week- 
ends that timIw up the G olden 
Week holidays. Activity was 
still relatively thin, as many 
investors were away on holi- 
day, while the rest were 
inclined to remain cautious. 

None the less, a stable cur- 
rency market and rises in the 
futures market attracted some 
investors. Observers su gge sted 
that a s ubstantial anwn m t of 
the buying yesterday was by 
professionals, who are expec- 
ted to try to -pass on their pur- 
chases to cUents-when trading 
resumes next week. 

There was renewed i nteres t 
in c ompan y news, with several 
issues being pursued on the 
strength of product develop- 
ments. Fuiukawa Electric, for 
example, saw a surge in activ- 
ity and rose Y44 to Y855 on 
reports that it had developed a 
new superconductive electric- 
ity storage system. Tokyo Elec- 
tric Power was pursued 
because of its storage device 
which also uses superconduc- 
tivity. R added Y30 to Y4310. 

Osaka Gas, the utility com- 
pany, advanced Y26 to Y680 
after its development of a flbri- 
form activated carbon which 
holds electricity. 

Elsewhere, Nippon Mining 
fell on profit-taking, losing Yio 
to Y990. It was second in vol- 
ume with L73m flhflrpq . 

Cosmo Oil gained Y34 to 
Y998. Interest in the oil sector 


SOUTH AFRICA 

DE BEERS dominated Johan- 
nesburg after disclosing 
details of its offshore arm, De 
Beers Centenary AG. The 
stock reached £96, before clos- 
ing R535 up at R9335- The 
overall index rose 25 to 3,057. 


FT-ACTUARIES WORLD INDICES 

Jointly compiled by The Financial Times Limited, Goldman. Sachs & Co., and County NatWest/Wood 


Mackenzie in conjunction with the Institute of Actuaries and toe Faculty of Actuaries 
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has followed talk of Middle 
Eastern interest In acquiring a 
Ja panese refinery. 

Large-capital issues led a 
strong rise in Osaka, taking 
the OSE average up 34430 to 
32,49139. T ur no v er almost dou- 
bled to 463m shares from 
243m on Tuesday. 

Roundup 

THE PACIFIC Rim was mixed, 
with Taiwan falling further 
while the antipodean 
rallied after recent losses. 

TAIWAN fell for the fourth 
day in a row in spite of buy- 
ing-in e ffo rts by brokers. The 
weighted tnd^x had lost 450 

^ ts shortly before the dose 
recovered to finish 16039 
lower at 837434, the lowest 
close for the year. Volume 
eased to L14ba shares valued 
at NT$9U7bn from Tuesday’s 
1.18bn shares valued at 
NT$97.15bn. Uncertainty over 
the cabinet reshuffle and Chi- 
nese criticism of Taiwan’s rap- 
port for a radio ship planning 
to beam pro-democracy mes- 
sages to China continued to 
cloud the market. 


Taiwan 


Weighted index fOOO) 
93 



AUSTRALIA roee for the sec- 
ond day in. a row *hanic« to 
bargain-hunting by local md 
overseas investors and a con- 
tinued recovery in Elders DEL 
shares. The All Ordinaries 
index rose 2?..l to 1,462.7. Turn- 
over was steady at 79m shares 
valued at A$175m, after Tues- 
day’s 79m shares valued at 

A$150m. 

Elders IXL rose 7 cents to 
A$L82 as concerns about the 
financial health of its parent. 


Hariin Holdings, receded. BHP. 
which has an investment In 
Tfarfin, recovered 16 cents to 
A$9.10. 

NEW ZEALAND was encour- 
aged by Australia’s gains and 
ended higher on offshore buy- 
ing of leatfing stocks. But senti- 
ment was denied by a steep 
plunge in the share price of 
TVS Network, the country’s 
first private television, net- 
work, after news that it asked 
its bask to appoint a rece iv er. 
TV3, floated only last Novem- 
ber at NZ$238 a share, fell 53 
cents to 10 cents. 

Tbe Barclays index rose 831 
to 1,693.12 and turnover 
jumped to 93m shares valued 
at MZ$20.0m from Tuesday’s 
43m shares valued at NZ$S3m. 

-HONG KONG rose on bar- 
gain-hunting after four days of 
losses. The Hang Seng Index 
gained 1238 to 2357.76. Turn- 
over improved to wicynim 
from HK$720m on Tuesday. 
Banking Issues showed the 
steepest gains, followed by 
properties, commercial and 
industrial stoc fai 

MAN Ti.A overcame initial 
weakness to close Mfr** afay 


Copyright The Financial Times Limited. Goldman. Sachs & Co. and County NatWest Securities Limited. 1987 
Constituent change 2/5/SO: Deletion: Alcatel STK (NorwayJ-Spairtsh (Madrid) market closed May 2. 
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Securities. "We think the mar- 
ket is likely to go down again." 
Most other secu rities compa- 
nies agree, with, the consensus 
being for a trading range, of 
between 600 and 680 in. the 
medium term. Yesterday, how- 
ever, the market was forced to 
taka a breather fur a holiday. 
Foe the first time, foreigners 

must be celebrating the feet 
that the market will remain 
dosed to them until 1992. But 
those w ho in vested in the vari- 
ous convertible bonds, bonds 
with warrants, unit trusts and 
closed-end funds which are 
traded cm the euromarkets 
have also suffered. The Korea 
Europe Fund has seen prices 
decline by more than 50 per 
cent in the last seven montfco 

Possibly the greatest victims, 
however, have been Korean 
stockbrokers. A wave of pro- 
tests, in which securities 
offices have come under vio- 
lent attack from angry inves- 
tors, must have prompted 
many of their employees to 
consider safer employment - 
perhaps in the fire brigade. 


nine days erf declines. But deal- 
ers said that the firmer tone 
was only a technical bounce, 
considering the market had 
lost almost 15 per cent since 
April 18. The composite index 
rose 2631 to 963.08, up 233 per 
cent from Monday. 

SINGAPORE concentrated 
an takeover target Singapore 
Land and its suitor. United 
Industrial Carp (DIC), the two 
most actively traded stocks. 

DIC and Singapore Land reg- 
istered volumes of 6.44m 
shares and 5.52m shares 
respectively, mainly due to 
large block transactions. DIC 
closed 2 cents higher at S$2.42 
while Singapore Land added 20 
cents to S$1430. DIC has been 
buying shares in its target at 
less than its offered price of 
S$15 a share, bringing its stake 
to about 303 per cent. But 
speculation abounded that 
si nw i p nrB Land and its allies 
might try to get control of DIC. 

The Straits Times index 
slipped 032 to 1,458- 18. 

KUALA LUMPUR saw some 
bargain-hunting but ended 
lower. The composite Index fell 
2.04 to 51833. 
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British pension funds 
have been fattened 
up by a decade in 
which the average 
annual return on 


investments far outstripped 
average inflation of 6:9 per cent 
Barry Riley analyses .the success of 
strategies during the 19803, 'and 
asks: Can it possibly last? 

From pluses 
to minuses 


PENSION FUND trustees 
looking at their quarterly 
investment returns for the first 
three m onths of 1990 will find 
that the report features some- 
thing that for more than a 
decade has come to seem quite 
unusual: a minus sign. 

However, such trustees wifi 
have taken on board that indi- 
vidual quarterly returns are 
not to be taken very seriously. 
Moreover, British pension 
ftmds have been fattened up by 
one of the best years for invest- 
ment ever known. The typical 
return was a little over 30 per 
cent in 1989, crowning what 
turned out to be a brilliant 
decade of the 1960s. 

Over the 10 years, the aver- 
age annual return was about 
19.5 per cent, which compared 
handsomely with average infla- 
tion of 6.9 per cent and an 
average annual increase in pay 
of 9.5 per cent (the latter being 
the closest thing to a target 
return fin* the normal pension 
fund with benefits linked to 
final salaries). 

A 10 per cent margin over 
earnings growth Is astonishing 
on the basis of historical expe- 
rience. in the 1970s pension 
fund investment returns 
underperformed pay inflation 
by about 6 per cent a year, 
which left pension schemes In 


something of a ffnawrf»l mess. 

Figures compiled by the WM 
Company, which has operated 
a performance measurement 
service since the mid-1970s, 
show that in 1980 the new 
money flowing into pension 
funds amounted to 19 per cent 
of their ftiiHai value, highlight- 
ing the large size of contribu- 
tions by companies as they 
struggled to keep their bat- 
tered schemes afloat By 1989 it 
was only 5 per cent, corre- 
sponding roughly to invest- 
ment Income. Many companies 
have declared extended contri- 
bution holidays for themselves, 
which is a tribute to the suc- 
cess of investment strategies 
during the 1880s. 

But can it possibly last? The 
real return (gross dividend 

uhis wmttal wIm rnfa i ui infla- 
tion) on UK equities was 6 per 
cent in the 1960s, minus 1 per 
cent in the 1970s and 13 per 
cent .in the 1980s. That is a 
highly erratic sequence. 

The consulting actuaries 
who value pension schemes are 
fined with difficult decisions, if 
they recommend contribution 
levels . based upon very 
long-term rates of return they 
wfll be accused by companies 
(and the Tniwwd Revenue) of 
living in the past jmd encour- 
aging excessive fe»ui growth. 



Pension Fund Investment 


If, on the other hand, they 
assume that recent high rates 
of ret ur n wifi continue through 
the 1990s there could be a 
nasty crunch if f u t ure invest- 
ment conditions turn out to be 
more typical of those experi- 
enced in the more rifatmi* past. 

Recent performance has not, 
however, been merely a ques- 
tion of living off the fat of the 
land. Investment managers 
wifi claim, with some justice, 
that they have added value to 
the returns from the underly- 
ing markets. Back in 1979, for 
instance, sterling bonds 
(mainly gilt-edged) accounted 
fin- 23 per cent of the average 

Enr'antfhez^lb per cenfaco^ 
ingto WM. These turned out to 
produce relatively poor real 
returns in the 1980s of about 8 
and 4 per cent respectively. 

But by the end of the decade 
gilts comprised only 6 per cent 
of portfolios and property some 
9 per cent Indeed, the rival 
Caps measurement service, 
which concentrates on 


schemes managed externally 
by aggressive investment man- 
agement firms, showed only 4 
per cent in fixed income G^lts 
and 3 per cent In property at 
the close of 1989. 

Still, there Is scope for argu- 
ing about the extent to which 
such trends were active or pas- 
sive. The drop in the propor- 
tion of gilts, for instance, 
reflected in part the decision of 
the UK Government to buy 
back Us bonds on a massive 


scale. Property has been bid 
away by the corporate sector 
and international investors. 
But it is approaching a fasci- 
nating taming point, with vast 
volumes of bank-financed 
developments beginning to 
overhang the market. The 
institutions, trminiHwg pension 
funds, will surely become big 
investors when they judge the 
buying opportunity has 
arrived. 

Meantime, fund managers 
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have successfully chased the 
consistently higher returns 
available from equities, both In 
the UK and overseas. UK 
equity exposure rose from 46 to 
S3 per cent over the decade, 
according to WM, and the over- 
seas equity content, limited by 
exchange controls up to 1979, 
rose more dramatically from 7 
to ZL per cent 
Indeed, the typical external- 
ly-managed fond seems to have 
had a total equity content of 
about 83 per cent at the end of 
1989, and If you Include index- 
linked gilts and property, the 
total proportion in “real” 
assets was dose to 90 per cent 
That is rather different from 
the position in the US where 
pension funds are run more 
conservatively. According to a 
recent survey by consultants 
Greenwich Associates of the 
2400 largest pension funds and 
endowments in America, worth 
$1,800 bn, equities accounted 
for some 48 per cent of the 
value of portfolios, and brads 
represented more than a third. 


inflation has been lower in 
the US, and there is a greater 
proportion of defined contribu- 
tion plans (money purchase in 
UK parlance) rather than 
ripfinarf benefit aohamwt with a 
final salary link. But US pen- 
sion plans have been especially 
slow to diversify their invest- 
ments Internationally, and It 
looks as though British pen- 
sion funds have secured much 
better returns in the 1980s. 

The move overseas has not 
been accomplished with com- 
plete conviction, however. 
Shortcomings in the ability of 
London investment managers 
to handle global portfolios 
have been revealed, especially 
in their capacity to keep up 
with the stock market indices 
in Japan, the US and else- 
where. 

During the 1980s, according 
to WM, UK pension portfolios 
underperformed the US market 
by 8£ per cent a year and the 
Tokyo market by 2JS pm 1 cent a 
year. But in the UK market the 
picture was much better: 


a gainst an index return of 23J5 
per cent a year, pension funds 
recorded 233 per cent, which Is 
the THmt of gap to be expected 
given that real ftmds bear 
costs which an Index does not 
have to. 

As it happened. 3988 was a 
good year for UK pension 
funds overseas, largely because 
of favourable stock selection in 
Japan. All the same, the gen- 
eral failur e- in the longer run, 
of conventional balanced 
investment managers to beat 
the stock market indices either 
at home or abroad has pro- 
vided a powerful marketing 
pitch for rndfix fund promoters. 

As a consequence there is an 
increasing i n terest by pension 
schemesin the establishment 
of core index portfolios, usu- 
ally supplemented by specialist 
satellite portfolios which are 
intended to beat certain spe- 
cific benchmarks. Specialist 
managers are required to work 
within much stricter guide- 
lines than balanced managers. 

There sometimes appears to 
he much more talk about such 
strategies there is action. 
But something Ufa* 8 per cent 
of UK pension fund money 
may now be invested in for- 
mally Indexed funds (with a 
further small proportion in less 
rigorously constructed core 
portfolios). About 2 or 3 per 
cent of fonds also have Special- 
ist managers, which does not 
seem much, but there Is a lot 
of marketing activity in this 
area. 

The 90 per cent of money 
which is still in the hands of 
balanced managers could be 
quite rapidly eroded if the pat- 
tern of the US pensions indus- 
try is repeated. In the US more 
than $250bn of pension plan 
money is now Indexed, some of 
it In the fixed Income market 
as well as in equities. Indexed 
equity assets account for about 
a fifth of the portfolios of the 
top 200 defined benefit plans in 
the US, and getting on tor half 
of their equity Investments. 

Indexing has been greatly 
encouraged by the conditions 
of the 1980s. When markets are 
buoyant It Is very difficult ft* 
active managers to beat the 
indices, and any UK pension 
fUnd which had put the whole 
of its money Into an equity 
index fund 10 years ago would 
have handsomely outper- 
formed all fts peers. 

This could have been only a 
theoretical exercise for the 
1980s, because index ftmds 
scarcely existed a decade ago, 
but it Is an option ft* the 1990s. 
However, it is dangerous to 
extrapolate from past experi- 
ence. Balanced managers can 
use akin* such as market tim- 
ing and allocation between dif- 
ferent kinds of assets. These 
talents will offer the only way 
of making money if the returns 
ra the equity indices continue 
to show mlnns signs fin: any 
length of time. 
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‘Research is the key to knowledge and underpins 
JCv any successful investment strategy, 

That’s why ^Robert Fleming Asset Management 
has its own independent international research base 
for the exclusive benefit of its investment clients. 

Through Fleming Group our research analysts 
have direct access to a worldwide network of informa- 
tion from all the major financial centres, with the 
depth of knowledge that can only come from a close 


and continuous involvement in -local markets. 

But we don’t make investment decisions just by 
sitting behind a desk.Inl989, we made over 450 
independent visits in the' UK alone to judge companies 
for ourselves. 

In fact yon are as likely to meet a Flemings’ 
analyst investigating a specialist plastics manufacturer, 
or visiting a regional development scheme, as you are 
at a company AGM. 


By paying close attention to smaller companies, 
which are often ignored or under-researched by others, 
we can examine the quality of their management in 
detail, and discover those which promise to have the 
most competitive future. 

Furthermore, an important part of our re- 
search capability 'is provided by our Quantitative 
Portfolios Group, which' also uses advanced com- 
puter techniques to contribute af both asset 


allocation and stock selection levels. 

Whatever the source of information, it is 
thoroughly analysed and discussed before we apply 
it to the best advantage of the portfolios under our 
management 

So, if you'd like more information about Robert 
Fleming Asset Management Limited, please call Patrick 
Johns on 071-638 5858. 

He’ll be happy to tell you what gives us the edge. 
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Leading pension fund managers 


Barry Riley analyses the criteria for selecting managers 


value of segregated tunda 
at December SI 


Number df pension fund 
clients 


League tables may be 




1888 

(Em) 

1988 

(Em) 

K 

change 

Total funda 

Bbn 1988* 

1969 

1988 

% 

change 

MERCURY ASSET MANAGEMENT 

23,616 

17,754 

49.9 

3882 

580 

553 

4.8 

PHILLIPS & DREW FUND UNGTV*" 

14,242 

10.620 

34.1 

1626 

199 

186 

6£ 

BARCLAYS DE ZOETE WEDD OTV MNGT 

13,600 

9,800 

41.7 

19.90 

128 

118 

& 

SCHRODER INVESTMENT MNGT** 

11,800 

8,700 

368 

2280 

133 

130 

2.3 

COUNTY NATWEST INVEST MNGT**" 

9,484 

7.840 

20.7 

1289 

106 

122 

-13.1 

ROBERT FLEMING ASSET MNGT 

9,295 

9,240 

08 

21.10 

143 

147 

-3.4 

PRUDENTIAL PORTFOLIO MAHAGERSt 

9.100 

6,100 

48. 2 

34.60 

58 

39 

43.6 

MORGAN GRENFELL INVEST MNGT 

6,453 

5£43 

23.1 

17.16 

86 

98 

-2.0 

HENDERSON PENSION RIND MNGTtt 

5,464 

4,917 

11.1 

8.83 

188 

195 

-118 

BARING INVEST MNGT 

5,229 

4.264 

22.8 

8.78 

116 

109 

6.4 

GARTMORE INVESTMENT MNGT 

4,447 

2,700 

64.7 

6.72 

114 

105 

8.6 

LLOYDS INVESTMENT MNGT* 

4.333 

3,768 

15.0 

6.40 

54 

61 

58 

M1M 

3,365 

2,616 

28.6 

9.89 

132 

125 

5.6 

MIDLAND MONTAGU ASSET MNGT** 

3,121 

2£96 

30.3 

4.48 

9 

12 

-25 JO 

N.MJROTHSCHILD ASSET MNGT 

2,700 

2.700 

0.0 

8.07 

75 

81 

-7.4 

MURRAY JOHNSTONE PENSION MNGT 

2,666 

2,100 

264 

4.70 

55 

57 

-a 

KLE1NWORT BENSON INVEST MNGT* 

2,641 

24124 

12-8 

984 

68 

74 

-a 

CAZENOVE FUND MANAGEMENT 

2,630 

1.770 

48.6 

580 

60 

59 

1.7 

HAMBROS BANK*/** 

2£00 

2,000 

25.0 

480 

46 

48 

0.0 

QUEEN ANNE'S GATE ASSET MNGT* 

2800 

1,800 

27.7 

2.30 

9 

1 

NA 

LAZARD INVESTORS** 

2,000 

1,800 

11.1 

4.10 

36 

34 

5.9 

CAPITAL HOUSE INVESTMENT MNGT 

1,680 

1,500 

25.3 

2.70 

50 

46 

&7 

EAGLE STAR 

1.754 

1,465 

19.7 

1180 

23 

22 

4*5 

HILL SAMUEL DIVESTMENT MNGT*/** 

1,817 

1.605 

7j4 

16.48 

38 

33 

9.1 

BASLUE GIFFORD ft CO INVST MNGT 

1,578 

1,042 

51.3 

&49 

38 

35 

8.6 


rah tv Jan Setting 


' Total funds managed by group, Including non-pans ton funds 
* 1988 data changed by On fund manager 
— 1888 number of dlenta changed by the fund manager 

"* Of the net 16 d tents tost a total of ftvs did not moat minimum fund size requirements 
t Includes Prudential Staff Pena I on Fund 

tt These figures exclude the Henderson Pensions Managed Fund which is valued at £77m and fun 44 ctienta 
4 In September 1988 reconstructed as an Investment management company to manage pontoon finds of the former Water 

ClJbn of the Wafer Authorities' superannuation fund; 


Authorities; prior to September 1888, Quean Anne's Gata managed 
percentage Increase In number of clients is therefore not applicable. 


•PAST performance has no 
relevance in Identifying future 
performance.” 

With this conclusion, which 
was baaed upon 50 inv es tment 
management companies’ house 
returns going back a decade, 
the consultancy firm Mercer 
Fraser recently tossed a bomb- 
shell into the wiaiytgwr galco - 
tion process. 

It is not the only pensions 
consultancy to have become 
embarrassed at the ex c e s sive 
Rm phgjgiR upon league of 
short-term performance, it has 
become almost impossible fin: 
managers to win new man- 
dates without an impressive 
performance over the previous 
two or three years. 

Conversely, managers with a 
poor recent performance 
almost never pick up new busi- 
ness, and may well lose a lot of 
what they already have on 
their books. 

Mercer Fraser is not saying, 
of course, that an i n ves t ment 
managers are likely to perform 
equally in the long run. But 
there is a cyclical dement to 
the performance of many 
firms, so that after a bad pateh 
they are quite likely to bounce 
back. It could be wrpng to sank 
f hg m at the bottom, as in fact 
often happens. 

A more subtle problem Is 
that success can easily lead to 
problems because good perfor- 
mance is unlikely to be repeat- 
able across over-larger funds. 
What may work on a small 
scale, with a restricted of 
people, may fail when large 
volumes of new business ate 

fair on mi 

In the US some pension fund 
managers have the self-re- 



Pafcfcfc GBford (Ml) and The Gardener 


straint to close their books to 
new business when they feel 
they are at full capacity, per- 
haps raising fees to compen- 
sate for the opportunity cost 
But in the UK tt seems to be 
very hard to um wai t the mar- 
keting director from making 
the most of his opportunity. 

In the UK a lot of new pen-, 
sxm fund business was taken 
on by managers such as Robert 
Fleming and Henderson in toe 
mid-1980s. Both are long-estab- 
lished, high quality houses. 
But many of Hwfr new 
(and same of their old ones) 
have been disappointed by 
their results in the late 1980s. 
These managers have bee n fos - 

Inp business p^*in mi jg Kigiilfi- ■ 
rant scala 

Accor ding to Patrick Gifford, 
chairman of Fleming Interna- 
tional Investment Manage- 
ment: “We used a very good 



PENSION FUND MANAGEMENT AT ITS BEST 




Fidelity. 

A global force in 
pensions management. 


Around the world the Fidelity organisation 
manages over «£30 billion on behalf of private and 
corporate pension funds and other institutional 
investors. 

In the UK, Fiddity Pensions Management Ltd. is 
now firmly established as a leading manager of 
mainstream, UK and overseas specialist equity 
portfolios. Total 
pension assets 
currently exceed 
A 1.2 billion. 

This success has 
been achieved 
through a clear and 
uncompromising invest- 
ment focus supported by 
global research resources 
which are probably unsur- 
passed in the investment 
management industry. 

Our network of fund management operations in 
London, Boston, Tokyo, Hong Kong, Sydney, 

Taipei and Bermuda positions Fidelity as one of the 
very few genuinely global investment houses. More 
than 130 fund managers and analysts make over 
12,000 visits and contacts annually to companies 
around the world. And we continue to invest 
considerable resources in the development of our 
dedicated research teams. 







But what sets Fidelity apart is our ability to 
harness these strengths — access to our global 
research resources and renowned stock selection 
skills — through a clear asset allocation process, 
tailored to meet the needs of each pension fund client 
The results for our clients have been outstanding. 
Since we began managing segregated pension 
accounts seven years ago, 
Fidelity’s performance 
has consistently placed 
us in the upper quartile 
of the WM surveys* 
And for four of those 
years we outperformed 
95% of other segregated 
portfolios. Our pooled 
portfolio outperformed 
all other mixed pooled 
^ funds in 1989, its first 
full year of existence.* * 
For further information regarding Fidelity’s 
Pension Fund Management capabilities, please call 
Philip Nash on 071 283 9911. 

• Fidelity Weighted Average annualised returns as measured against the WM 
Weighted Average (ex property) from 1983 to 1989 inclusive. 

during calendar 1989. Fide^tySproled fund is offered by Fidelity Investment 
Services limited 

Past performance is do guarantee of futuieretums and the valueof units reflects 
the valueof the undedying investments and may fluctuateand is not guaranteed. 



Fidelity 


Fidelity Pensions Management Ltd. 
Member of IMRO. 
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performance record in the tost 
half df too 19808 to take au 
more new business than we 
could comfortably accommo- 


At Henderson there has been 
a painful reuwto&maat of inter- 
nal structure. “We don't 
believe that large investment 
management terms work,” 
admits Robin Htodte-Ftater,' 
rfd yf executive of Hendorson’s 


Moves to concentrate invest- 
ment decision-taking among 
fewer people appear to be* 
working, however, and Bender- 
son's funds bad a mni»h b e tte r 
year in 1989. 

The manager most at risk 
from growing pa™ must be 
Gerimore, which has come an 
awful long way in a short 
snare of time on the fit* of 
excellent investment perfor- 
mance, increasing its pension 
ftmds under management fire- 
ftjrf in three seats. The test 
will now be whether Gartmore 
can avoid a hangover of the 
kind suffered by Henderson. 

In general, the quality of 

nr gumlattflftnnl manngWHont at 

City flpanciiil services firma is 
not high: they tend to rely on 
individual flair rather. than on 
solid st ru ct ures. Moreover, 
there b a basic Instability of 
ownership in many cases, 
which must cause ' anxiety 
among many pf ftrir chenta 

Gartmore has just been sold 
to Banque fodosuez, although 
in view of the financial disas- 
ter which has overtaken its 
previous owner, British & 
Commonwealth, the change 
may be viewed with some 
relief by many clients. Still, the 
deal has distracted .the atten- 
tion of Gartnrare'8 executives 
-fin- a^number of numths. ; 

Elsewhere, Morgan Grenfell 
has been taken over by Deut- 
sche Bank, with imponderable 
Implications for the c o rporate 
culture. Stresses involved in 
ownership of Britbh fun d man- 
agers by foreign banka came to 
the fore earlier this year at 
Phillips & Drew Fund Manage- 
ment. This was one of the 
great success stories of the 
1980s, reaching the number 
two spot in terms of pension 
fund money under manage- 
ment. But its chairman, TCrnth 


Percy, resigned after disagree- 
ments with hlsbosses at Union 
Bank of Switzerland. Ironi- 
cally, he will shortly take up 
the position of *htof executive 
of Morgan Grenfell Asset 
agement, swapping a Swiss 
owner for a German one. 

Change to corporate control 
is a particular hazard in a 
“people“tnistnesff such as fund 
' manag ement. At the smaller 
end of the size league, Ivory & 
Sime, once the leading pension 
fond “boutique”, but recently a. 
sadly faded force to tins field, 
has suffered yet another exo- 
dus of manag e rs,. while Globe 
Mosley ’is caught up to the bid 
.byrthe British Coal , pension 
funds for its parent Globe ■ 

rn wwtinwit •'Prpgt 

The major City merchant 
banks^used to offer a safe, tra- 

iHHrmgl hakmrari pmwg emart 

service but although Mercury 
Asset- Management has contin- 
ued to.be an impressive Bag 
bearer for this type of opera- 
tion, a number of the smaller, 
merchant honfen such as Klein- 
wort. Rothschild. Hambros and 
- Lazard have been going 
through a generally difficult 
tinw fri pension ftrnd manage- 
ment Business used to be. won 
through personal contacts with 
company bosses, but nowadays 
the selection process Is open 
anti competitive, which has 
weakened the advantages of 
merchant hawfc* 

There has been much more 
success, however, at Schroder* 
which b mm of the very tew 
long-established merchant 
hanky to have achieved top 
quartile performance over 10 
years. Another strong showing 
has been achieved fay Baring, 
whhe Robert Fleming remains 


What may work with 
a r es tricted team of 
people, may tall when 
large volumes of new 
business are taken on 


big, although it has been going 
through a bad patch, not 
helped by the fact that last 
year was bad for managers 
adopting its style of value- 
based stock selection to UK 



udential remains the only 
life assurance company tp 
make a strong showing in seg- 
regated pension funds. It 
retains a good five-year perfor- 
mance, and clients are 
impressed fay the breadth of its 
research-based investment 
expertise. Elsewhere Scottish 
Widows has now passed the 
£lbn mark in segregated ftmds, 
and Scottish Amtennln nanatnu 
important, although it had a 
difficult time last year, partly 
because of its small company 
o rientation to stock selection. 

The clearing banks are mak- 
ing an impression in index 
ftmds other , quantitative 
products, but they do not 
really, stand out in active man- 
agement 


Paul Haines 

to 1989, some of the best 
Investment performances were 
in fact produced by the smaller 
“boutiques” such as Martin 
Currie, Newton and Fidelity 
(the latter is, of course, trig in 
writ trusts but is still not- in 
tiie top 25 in terms of volume 
of segregated funds under 
management). Last year paid 
nff handsomely for managers 
like Fidelity who were heavily 
(as much as 96 per cent) into 
equities and within that were 
hi g hl y committed overseas. 
But these high-risk strategies 
could conceivably cause the 
pendulum to swing against the 
boutiques in more difficult cir- 
cumstances, unless they prove 
to be very nimble-footed. 

In any case, the consultants 
who advise trustees on man- 
ager selection are becoming 
much more cautious about 
becoming involved in a pure 
numbers game. According to 
Paul Wafty** of Noble Lowndes: 
TT an assessment of manage- 
ment is based solely on league 
tables then tt Is inevitable mat 
yon will end np appointing 
managers who will tom out to 
be disappointing.” 

On the other hand , be adds, 
taking a cautious fine on the 
relevance of past performance 
“fa not the same as saying 
there is no correlation”. 

Tim Gardener, lmed af the 
investment section of Mercer 
Ftaser, has mapped out what is 
riaiwied to he a fresh approach 
to manager research. This is 
queried by other consultants, 
wbo say they have always paid 
attention to a variety of factors 
in assessing managers. How- 
ever, Mr Gardener fauduta there 
Is a need to “try and learn 
from the mistakes that were 
made in the 1980s”. 

In future Mercer Fraser will 
be placing much more empha- 
sis an a whole variety of fac- 
tors including quality of per- 
sonnel, internal management 
and philosophical approach. 
But he admits: “We are only 
going to get seven or eight out 
of 10 of our derisions right.” 

ff the consultants mean what’ 
they say, in the 1990s the top 
quartile of the performance 
league tables may no longer be 
such an important target for 
managers to aim at 


Good value fund management. 

JUST ONE OF OUR SPECIAL FEATURES. 


A consistent emphasis on value is 
only one of the many reasons why 
trustees are attracted to 
PtriDqjs & Drew 
Fund M a n age m e n t 
There’s also 
the size of onr 
investment team, far 
example. With over 30 
equity managers, each one 
has the opportunity both to 

spec ia lise, and to spen 
laager talking to the companies 
n which he or she invests. 

Between diem, our manage visit 
around 1,000 companies a year in the 
UK and overseas, operations 

face to face with the top executives... 
where there is mmwi^ ji 



potential, or where uinxotave figure; may 


As a result, investment decskns 
affecting the pension funds for which we ' 
are responsible are based on up to data, 
first-hand experience. 

We believe in investing' time in onr 

»*mm> mmhhtm uu ^0 


cheats, too. Whatever the purpose of the 
ing, you'll find we take thne 
to discuss your req uir e m e nts 
in detail, and answer them 
ith carefully planned, 
effective solutions. 

Most important of 
all, however, is our 
vahie-led approach: 
simple, yet 
highly effective 
strategy that 

has weathered every kind of 

i Qv estmeot donate to produce consistently ■ 
above average returns. 

Experience, independent tfwntrmg l 
a sound track record... modesty forbids 
us to say mom. But if these ate the 
features yon look for in a fond manage- 
ment group, fall John Marsh or Jane 
Wrigfat on 071-901 SQM. 

PHILLIPS & DREW 
FUND MANAGEMENT 
LIMITED 

muo* cornr • u nn»u*Y mkmre ■ uwbw *cja in 
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For British investors, 1989 was the year of the European equity, says Nick Bunker 

Germany the star performer 


.Tokyo stock exchange: (he faff In Iha Mttal Mas 


pre ssi ng qmiH o w far i 


FOR BRITISH fond managers. 
1989 was, or at any rate should 
have been, the year of the 
European equity. Not only did 
the pound drop in the course of 
the 12 months by nearly 18 per 
emit the D-Mark, and 

by only slightly less against 
the French franc, this was also 
happening at a time of strong 
corporate earnings increases in 
both those countries, against a 
background of Western Euro- 
pean economic growth out- 
stripping that of the US for the 
ftrgi- time since 1982. 

The result was the remark- 
able 53.1 per cent median 
investment re tur n UK p ension 
funds earned on European 
equities last year, according to 
Combined Actuarial Perfor- 
mance Services (CAPS). 

Nor was this simply a func- 
tion of the upward spurt in 
German equities seen after the 
fall of the Berlin Wall last 
November. 

On the basis of market indi- 
ces, wtfiw than the CAPS uni- 
verse of pension funds, Euro- 
pean equities in general 
showed a 41.7 per cent return 
for the year as a whole. Within 
that. West Germany was 
indeed the star performer, with 
a return to stexung investors of 
6&8 per cent; bat the French 
equity market ran it pretty 
close, with a return of 554 per 
cent. 


When the effect of this was 
combined with the strong per- 
formance of US equities last 
y ear, and the 23.4 per cent 
return on Japanese snares, the 
result was to make overseas 
equities in general the sec- 
ond-best performing asset cate- 
gory tn 1989. 

So, at first sight it looks 
unfortunate that UK pension 
funds went into 1989 with only 
19 per cent of their money 
invested in overseas assets. 
This was the second lowest 
proportion since 1985, and still 
a reflection of the switch many 
funds made out of overseas 
securities after the 1987 crash. 

By the end of last year, 
though, the Picture altpiTri 
dramatically. Overseas assets 
have climbed to 27 per cent of 
the average portfolio measured 
by CAPS. 

The result was especially 
striking for the exposure of UK 
pension funds to European 
shares. At the start of last 
year, on average only S per 
cent of their assets were allo- 
cated to European equities. By 
December 31. the proportion 
bad doubled. 

Typically, pension ftmd man- 
agers put Httle new money into 
UK straight or index-linked 
gilts in 1989, and want tight tn 
Japanese equities, diverting 
their new cash flow more 
towards the European markets. 


According to figures from 
the WH Company almost 50 
per emit of cash flow was allo- 
cated to continental Europe. 
Most striking of all, that 
means, according to CAPS, 
that by the end of the year 
“the continental European 
market (had) become the main 
area of overseas investment for 
UK pwriafcyn funds”, fthpari of 
both the US and Japan. 

So much is history. What is 
much less dear is the appropri- 
ate strategy over the next 12 
mrmtiis - especially in respect 
of Japanese equities, where the 
average UK pension asset allo- 
cation is about five per cent 

As regards Japan, the Japa- 
nese question looks to he the 
most pressing, after the near 
10,000-point, or 24 per cent, fall 
in the Nikkei stock average 
between January and late 
April. 

This followed 12 years in 
which the Japanese stock mar- 
ket had risen continuously. 
Was this simply a long overdue 
correction, of a market which 
at the beginning of 1990 was 
trading on a p/e of 60? Or was 
it saying something more sinis- 
ter about the prospects for 
investment in Japan in the 
c oming decade? 

The boll case for Japanese 
shares is that GNP is still fore- 
cast to go up by 4 per cent in 
1990; and that while the money 


supply is growing at more than 
8-75 per cent, inflation remains 
manageable, not least because 
capacity utilisation is falling 
following the booming capital 
investment of the last few 
years. 

There is a convincing bear 
case, however. Not only has 
the yen become one of the 
developed world's weakest cur- 
rencies. It looks very much as 
though the conjunction of foe- 
tors which underpinned the 
long bull market - the strong 
yen, foiling on prices, steadily 
declining interest rates and 

minimal inflation — is wg 
to apply. Not that this T^akaa 
Japan a bad place to invest in 
equities in 1990s, just a more 
normal one. 

US equities - home for 
about 6 per cent of UK pension 
fund assets, according to the 
CAPS survey - is a less 
urgent matter in 1990. True, 
apart from encouraging news 
recently from IBM, there axe 
signs of flat corporate cannings 
growth this year, coining after 
16 quarters of consecutive 
increases from 1986 onwards. 

Given high and rising 
short-term interest rates in 
West Germany in particular, it 
is hard to see the authorities in 
the US easing monetary policy 
soon. 

This means - barring a pre- 
cipitate collapse in steriing - 


it is also hard to see US stocks 
achieving again the 45.4 per 
cent median return they 
showed for UK pension funds 
in 1989. 

But in view of the impor- 
tance it has come to occupy for 
UK ftmd managers, the destiny 
of Europe is crucial. Centrally, 
by late April the West German 
market had retreated signifi- 
cantly from the peaks of valua- 
tion it saw in late March, when 
the FAZ Index had reached 
830.9 points, or 35 per cent 
above its level before the Ber- 
lin Wall came down. 

But that still leaves German 
equities looking exposed to fur- 
ther corrections, if the D-Mark 
bond market were to collapse 
again through the 9 per cent 
yield barrier as a result of con- 
cerns about the inflationary 
potential of reunification. At 
bottom, though, it is hard not 
to see European equities as the 
most attractive investment 
prospect for 1990, given that 
GNP growth Europewide Is 
likely to be average about 3 per 
cent this year. 

In some markets - France 
especially - there is also the 
. prospect of stronger near-term 
earnings growth than in 1989, 
and of increasing mergers and 
acqulition activity. 


UK EQUITIES 
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Striking sign of 
commitment 



IF THE CITY needed an 
unequivocal sign of the impor- 
tance pension ftmd managers 
give to UK onfinaxy shares, it 
received an nnmistakable ana 
on Friday, April 2a 

The £L03bn after by the Brit- 
ish Coal funds for Globe Invest- 
ment Trust was not just 
another takeover bid. At atfne 
when the stock market is still 
looking shaky, after dropping 
10 per cent since January 1, the 
bid also comes as a striking 
reminder of just how strong a 
commitment pension funds 
now hove to UK equities. Hie 
critical question for other 
Investment managers though 
is whether British Coal has its 
timing right in putting such a 
large chunk off money info tHp 
market when the UK Ss stHl 
beset by so many ’.macroeco- 
nomic and political uncertain- 
ties. And some may argue, too, 
that UK equities are unlikely 
to show as strong a relative 
performance as they have dime 
since 1979. 

What is indisputable is the 
scale of the long-term benefits 
funds have reaped from UK 
equity investment in the 1980s. 
Last year, according to the 
Combined Actuarial Perfor- 
mance Service (CAPS), UK 
equities showed a total return 
of 35J> per cent, ranking tiwni 
third-best performing asset cat- 
egory behind European and US 

What Is indisputable 
is the scale of the 
long-term benefits 
funds have reaped 
from UK equities 

equities. True, nearly half that - 
performance - 17 A per cent - 
ramp in th« first three Tnontba 
of the year, and in 1988 UK 
equities ranked UK myi . 
overseas property, overseas 
equities and Index-linked gilts. 

Looked at more long-term 
though, UK equities have out- 
performed all other, asset 
groups on a five, six and nine- 
year view, and ranked second 
when using three, four, seven 
and eight-year time horizons. 
Most significant of all, for 
ftmdS With steriing Kahffltiea 
pegged to increases in wages 
and salaries, only twice in the 
last decade - in the British 
economy’s boom years of 1967 
nrwi 1388 — have UK shares 
foiled to outperform the other 
major Inflation-proof UK asset 
category, real estate. 

Hence the view of one lead- 
ing fund manager, Robert 
Fleming’s Mr Peter Seahrook, 
that a well-balanced portfolio 
should be “between 50 and 70 
per cent invested in UK 
shares." In the case of file 131 
pjfr wginm funds Fleming' man- 
ages in whole or in part, its 
recommended UK equity allo- 
cation has gone up ftam-37 per - 
cent in mid-1985. to about 63 
per cent now. Nor is tius &r. 
out of fine with the views of 
other ftmd managers. Accord-: 
ing to CAPS, at end-1989 the 
fnwiB it exarntnes had 57 per 
cent of their portfolios in UK 
equities, still a historic high, 
compared with an average per- . 
oentage allocation In the low 
forties in 1982. 

There are three factors, 
though, which complicate what 
looks, at first sight, like a rela- 
tively simple picture. The first, 
short-term issue surrounds the 
prospects for 1990, By late 
April, with retail price infla- 
tion poised to move- above 10 
per cent, wage demands show- - 
mg fittle sign of moderation; 
and receding prospects ^ early . 


base-rate cats, the historic divi- 
dend yield an the FT A-ABshare 
Index had risen to 5 per cent 
Yields at that level' “are 
starting to represent good 
value,” says Fleming's Mr Sear 
brook - a view presumably 
endorsed by the British CoaL 
hi . addition, institutions are 
stffl very liquid, hi the third 
quarter of 1989, for «™mpan, 
UK institutions were net sell- 
ers of UK equities to the time 
of vane™, though they put 
ffi-ih n into the market in the 
fourth quarto:, tiwt was still 
only Just over a third at the 
corresponding figure in' the 
final tnrre months of 1988. 

. The snag is that at a S 
GRpt yield, the fT-SE IDO. 
would hnve .to rise JO per cent 
over T2 months towboat -the 
return on cash. That 
could easily be missed, 
corporate earnings .growth 
slowing to per ha ps 5 per cent 
this year, the possibility not 
only of -a farther rise-in. base 
rates but of more corporate 
disaster shales such as British 
St Commonwealth, and the 
phanftM of. ftirther 
following those from Bank 
Organisation, Beddtt & Col- 
man and Rosebaugh- The red 
bears remember, too, that in 
1974 yields went to 12.7 per 
cent. 

The second factor is the 
- dearer emergence of European 
equities -as a- competing asset 
category. To the extent that 
piqmrinm ftmds switched out of 
gilts and UK equities in 19891 
European - shares appear to 
have been the beneficiaries, 
with managers nudging up 
their asset allocation in that 
category towards the 10 per 
cent mark. True, European 
equity markets areas sensitive 
to rising bond yields as are 
those in the urn But the S3JL 
per cent return the CAPS 
ores show for European 
tia« tn iggQ means that a pen- 
sion ftmd manager 1 went 
underwei gh t there at hts or her 
peril. 

A third issue is the striking 
evidence in 1989 of an increase 
id shareholder activism in the 
UK. In several major incidents 
the most visible being the 
£13bn Hoyiake bid for BAT 
Industries, and tie attempted 
restructuring of kritinh Tjmrt 
- institutional investors 
played a significant role in 
influftudng management deci- 
sions. 

In the BAT case, for exam- 
ple, it is an even secret that 
leading institutions Including 
Legal. & General and PosTel 
did not hesitate to let BAT 
’ know that once the Hoyiake 
■bid had been launched, the 
company could never be the 
M|w fl grin and that it had to 
start its own "unbundling” 
process. But what appears to 
be happening is not eo much 
that Institutions are becoming 
more militant, but that they 
are. being co n f ro nted with big- 
ger, mare complex transactions 

which -'Mkfi the debt-financed 
Hoyiake bid - appeared to try 
to rewrite the rules of the 
investment game. 

“We weren’t going to let 
Hoyiake rip up BAT, take a big 
turn, and-ghre us in enfomg e 
some fanny illiquid loan stocks 
which have no place in our 
says one leading 
manager. What seems 
inevitable is that pension 
ftmds are going to have to get 
used to devoting m ore time to 
scrutinising company transac- 
tions and taking a when 

ahjiroh^jldf r -Iwtergmta ggfiffl tO 

be threatened. 

Nick Bunker 


portfolio," 
fund man 



All fund managers 
talk about growth . 


can’t achieve 


So we’d like to talk 

about risk. 


ftudential Portfolio Managers Ltd., 1 Stephen Street London W1P 2AP. Tel: 071 405 9222 
MEMBER OF IMRO 


To many pension fund investment 
managers, risk seems to be a four 
letter word. 

They will happily describe how 
growth is to be achieved, but gloss 
over the inevitable risks involved. 

At Prudential Portfolio Managers 
we assess, measure and control invest- 
ment risk as an integral part of our 
disciplined investment process. 

We don’t simply face risk, 
we manage it. 

An essential stage of this pro- 
cess we call scenario analysis. 

'■ We look first at the key economic 
issues facing all the investment 

'W 

markets. The likelihood of each 


possible outcome is carefully weigh- 
ted. Next, rather than simply make 
one broad assessment, we forecast 
investment returns for every scenario 
envisaged. 

Only then, when we’ve analysed 
the entire pattern of all these possi- 
bilities, do we arrive at an investment 
strategy for each of our clients. 

With risk under control we can be' 
more certain about growth. Because 
without growth, you wouldn’t want to 
talk to us at all. 





PRUDENTIAL 

Portfolio Managers 
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If you need 
to paint a 
rose, ask 
us first 


“A large rose-tree 
stood near the entrance 
of the garden: the roses 
growing on it were 
white, but there were 
three gardeners at it, 
busily painting 
them red. ” 

— The Queen 's Croquet Ground 




Too many managers is one of the new _ 

international financial asset management The conundrum can 
best be seen by Alice observing the roses being painted red. If you 
have to paint a rose SEI will snow you how. Better still we will ' 
find the appropriate person to paint the rose. In pension fund 
management perhaps the most crucial decision to be made is the 
selection of the investment manager: Manager search should not 
happen too frequently so the ability and experience of SETs 
20 years of manager selection can save you money in the use of 
management time and professional doubt. 

At SEI we are curious about pensions fund management. We are 
seldom in doubt about people. 


For further information, c all: 

Mike Anthony 

6 & 7 Queen Street, London EC4N ISP 
Tel: [01] 329-0010 Fax: [01] 329-0787 



How to increase your 
performance 
without increasing 
your blood pressure. 


C f lients of Capital House appreciate 
the way we implement our 
investment strategy. 

It’s based on the belief that once we 
have carefully analysed the world markets 
and taken expert opinion from our 
in-house specialists, there is nothing to be 
gained from sudden changes of directioa 
So, we take a view. And failing Armageddon, 

we stick to it 

No following of fads. No nasty shocks. 
No ‘IT rums or panic measures. And 
should we decide to re-weight a 
given portfolio, our clients are 


¥ » * .-OS Ci- 



kept well informed. 

The results of this calm, considered 
approach are a matter of record. And an 
impressive one at that Once again, weVe 
comfortably beaten the industry median, 
as presented in the CAPS Bulletin, and given 
our clients heartwarming performance 
without raising their blood pressure. 

Ifyou would like to know the view 
we've taken on the year ahead, please call 
Nigel Watson on 071-3 5 3 5050 or write to 
him at Capital House Investment 
Management, 6 New Bridge Street, 
London EC4V 6JH. 


CAPITAL 


The investment management arm of The Royal Bank of Scotland Group 

And a member of 1MRO 


Pkasf note that per fo r ma nce ts no guarantee to future returns. 


( PENSION FUND INVESTMENT Q 


Michiyo Nakamoto on the slow development of pension funds in 
Japan, where life expectancy is the longest in the world 

in 

a new era of 






FOR A nation that boasts the 
longest average life expectancy 
in the world, Japan has been 
remarkably slow! 
pension funds. The 
amount of corporate pension 
funds, for example, is only 
YSOJJOfflm. . 

Also, management of pen- 
sion funds has been strictly 
regulated by 1 government and 
has -lagged far ' behind 
developments in comparable 
societies, in die West. But -with 
the introduction jtut tht«- 
month of long-awaited legal 
changes, the potentially 
lucrative market for corporate 
pension funds is set to enter a 
new era of competition. 

With the turn of the flwwt 
calendar In April, asset 
management companies have 
been allowed into a section of 
the corporate pension fond 
market that has been the sole 
p reserve of a handful of trust 
banks and life 
companies. The change will ' 
bring about 140 new con- 
tenders for new corporate 
pension fund basin ess 
compared with only 17 -trust 
banks - including nine 1 tfa&t 
are iw hMBBwfl - and 2 1 

fjffr ^ cflun pwirrf^ i Hint 

were authorised to manage 
c or porate pension funds under 
the dbl rules. ' 

Typically, fofa BberaUsatioai 
is not happmiing in a big bang 
sort of way, but cautiously, 
step by step. Newcomers are 
only being allowed to manage 
new money of employees 
pension funds that are at least 
eight years old. . The new 
money that can be managed by 
investment fund managers 
must be in funds with at least 
Ylbn in assets and should not 
exceed one-third of the total 
gffiwK The allocation of assets 
by fund managers will con- 
tinue to he regulated by the 
Ministry of Finance which 
dictates asset mix guidelines, 
but these were partially 
relaxed in ApriL 

In spite of these regulations, 
the rapid growth of the 
pension fund market, as the 
greying population in Japan 
continues to increase, means 
that the opportunities are 
immense. 

The Japanese have, a longer 
Hfo expectancy than any other i 
people in the weald. In 1908, . 
the hie expectancy at birth of 

Japanese males was 75.5 years, 
while it was 8L3 years for 
females. This compared with a 
Ufa expectancy of 7L8 years far 


men and 77.7 years for women 
in the UK in a somewhat 
earfcer study there. . 

Furthermore, ' in spite of 
their longevity, it u only 
recently that the Japanese 
havB become seriously manned 
by the problems facing their 
greying society -and there is 
still p&sxty at scope for new 
pension business. Only a third 
of the 298m -individuals who 
belong to . the government- 
sponsored welfare pension 
scheme also- belong to a 
corporate. pension plan, says 
an official atthe Pension Fund 
Association's Pension Invest- , 
meat Department Only 9 per 

• • v . 

The rapid growth off 
thie pension fund 
market means Hurt 
: opportunities are ; 
Immense 

cent of the L2m com] 
that qualify' to 
corporate pension fund, have 
done so. 

Yasuda Trust and Banking, 
one Of the bigger players in the 
field, expects the Japanese 
pension fund market to grow 
at an annual rate cf 35 to 20 
per cent for the next two - 
decades. Last year over 100 
new corporate pension funds 
were added to the 1,400 that, 
existed. 

Nobody, including the asset 
management companies, exp- 
ects much of the new business 
to go to the newcomers. Jap- 
anese pension fund sponsors 
have traditionally allocated 
management business to trust 
hanky an d life insurance 
companies with which they 
have strong and extensive ties, 
ranging from mutual share- 
holdings to stndghtfoward 
business transactlona. Industry 
Insiders tell the story of a fund 
sponsor that kept as its fund 
manager; a company with a 
particularly bad performance 
record because it had supplied 
than with land it needed Car a 
particular business. 

Japanese asset management 
companies, most of which axe . 
affiliated with the large 
securities firms and 
well-established banks, have 
the advantage, at least, of , 
being able to use the. ties of .. 
their parent companies. 
Foreign firms, however, will 
face substantial obstacles.. 

“We don't think we'll 
achieve instant overnight 


success,” says Mr Clifford 
Shaw, director and general 
manager of Warburg Asset 
Management in Japan, "but we 
already have our first client 
-and we couldn't really ask for 
■ a better start." 

Warburgs, together with. 
Fidelity International and 
Jardine Fleming Investment 
Advisors, became - the -first 
foreign asset ma n agement 
companies to J>e chosen to 
Tnanag g a. portion of the 
Pension Fund Association's 
j frpmki- - 

Japan - Bankers Trnst, 
Barclays Trust and Banking 
and J Morgan Trust Bank, 
will also manage a portion of 
its funds. 

While it will be difficult for 
the -newcomers, particularly 
the foreigners, to come in 
between the companies and the 
tru st bmbi and Hfe insurance 

m m m ml oa . thfl pension Ftmd 
Association's initiative will 
give at least a handful of 
foreigners the chance to prove, 
their. Investment skills. 

“If the results of foreign 
firms turn out to be good," 
says Mr Andrew Dalton, pres- 
ident of Warburg Asset 
Management in Japan, “there 
will be a momentum for 
farther and swifter change and 
it will be very difficult to resist 

ftnt momentum. " 

There are some signs that 
Japanese pension fund spon- 
sors have, begun to seek higher 
returns for their investments. 

“From now on, performance ! 
will be the major criterion for 

Thera are signs that 
pension fund sponsors 
have begun to seek 
higher returns for 
their investments 

the . choice of manager," says 
the . official . at the Pension. . 
Fund Assodatkm. Performance 
rankings of Hw trust , banks 
began to he published just a 
few years ago. 

The Japan Bond Research 

TnaUlnte haa Started tO p ublish 

detailed analyses of fund 

managers w hila - a wmrihpr of 

consultants which advise 
sponsors on fund ^Tumngwngiit 
performance have opened shop 
recently in Tokyo.. 

None the less, the doors to 
pension fond business are not 
going to fling open, an of a 
sudden. “Even among 'the 
sympathetic companies it’s 


going to take time,” says Mr 
Brian Matthews, president of 
Jardine Fleming Investment 
Advisors in Japan. 

But the phenomenal growth 
rate of Japanese pe nsion fond 
market makes breaking into 
the business "an extxmely 
attractive goal of ours/’ he 
adds. 

For the asset management 
companies, their ability to 
break Into the pension fond 
market will depend mostly on. 
their ability . to , provide 
evidence o£ superior . per^ 
fbnnance. 

TUs may not be too difficult 
especially for the foreign firms 
used to more stringent 
demands on performance in 
their home countries. 

In Japan the level - of 
contributions by individuals . 
and companies is much higher 
than the level of investment 
returns, whereas foe apposite 
is tine in the UK. 

Japan's trust .banks and lifo 
insurance companies have not 
exactly had a spaikHng 1 track 
record to show for. themselves, 
mainly because they have had 
to do tittle more than beat foe ' 
5^'per 'cfeht annual target on 
realised profits. 

“Everybody has been paying 
out much the same,” says Mr 
Stuart Matthews, financial 
analyst at Barclays de .Zoete 
Wedd Securities in Tokyo. 

The new element of com- 
petition introduced with the 
opening at the market should 
change aU of tbia while the 
relaxation of asset mix 
regulations under the new 
laws, is likely to lead to greater 
differences in performance. 

- Under the new rules up to 50 
per cent can be invested in 
equities or foreign securities or 
property, against 30 per cent 
under former rules. The 
remaining 50 per cent must be 
invested in principal secured 
assets. 

The threat of competition 
has led foe trust banks and life 
insurance companies to come 
out with hew forms of pension 
fund investment schemes. 
Funds' over eight years old 
with over YSObn in assets, can 
manage new money in-house 
and Mr Dalton thinks for- 
firms coxdd.be approach- . 
by -individual compan- 
ies to manage" a portion 
of those funds in areas in 
which they have -particular 
expertise, such as European 
equities. 



for Gartmore 



A median return of 34.8% in 1989 compared with the industry median return .■ 

erf 31J% is an impressive finate to an exceptional decade for Gartmora It is not 

only our shortterm record that is impressive— we have achieved returns wefl 
into the upper quartile for evety 3 year polling period throughout the eighth. 
This indudes the last three year period when despite being the fastest growing 

major manager (withfunds under managem^grovving from £760m to 

£45bn) we stm outperformed the median manager by 2% per annum. 

Consistent outperfbmraixedoesn't just look good on paper -it can add up 
to a considerable amount of 1 

money over the long term. For 
example, £10m invested with 
Gartmore 10 years ago would 
now be worth £715m -over 
£10m more than investing with 
the median manager. Justthlnk ffc 
what this could do for funding 

costs or benefits! 

Ifyou would like to discuss 
what Gartmore could do for you 
in the next decade, please ring 
Helen Mareden on 071 7822000. 

Gartmore 



FOR PENSIONS 

"SOOMK WMGomp*ny 

Pte^ note thrtpj^peffarrnancEanoguagifTtw: to future pwrfafn ta tiuj. Thkjy ju ^ ^Ytrr rt hm hrrn 

Gartmore Pwrafcy Fund MarBQ«liwiVK<, an of Gn»nion?hTi<»orTv^ it— 

G*rt:no« House. P^BcK^W-iaMonumeraStreet; London 
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First steps on a very 
long journey towards 
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ATTENTION In Europe has 
been focused on the establish' 
men! of a single European 
maiketto 199& 

Although- development is 
patc hy, th ere are definite signs 
of movement in the formation 
of ft single financial market, 
urged on by Sir Leon Rrftfam, 
the EC Competition Cammis- 


aHy, leading to steep rises in 
contributions required from 
theworfeing population. 

Tltostanoard answer put for- 
ward was to restrict social 
security provision and expand 
supplementary provision 
through the private sector 
operating an a pr&fundmg sys- 


Under his direction, moves 
are now intrain fin: a si n g le 
market for pension funds, 
though as yet these represent 
the first stops to what is cer- 
tain to be a very long journey. 

In a recent speech to Brus- 
sels, Sir Lean Britton set out 
the objectives for this stogie 
market as follows: 

■ Full freedom of cross-border 
membership of supplementary 

The fall In birth rates 
Is leading to an ageing 
population with fewer 
employed people to 
support them 

pension 

a To ensure .fiall freedom to 
provide the service of manag- 
ing pension binds, 
a To open the possibility of 
creating a Community-wide 
pension fiirpl- 

Achievement of these objec- 
tives would open the door for 
UK fund manag e m e n t groups 
to market UK pension prod- 
ucts. particularly individual 
pension contracts such as per- 
sonal pensions, and to manage 
European institutional money. 

However, there are a number 
of obstacles before these fund 
management opport uni ties can 
be realised to any great extent 
First, in most EC countries 
the vast majority of an individ- 
ual’s pension comes through 

thp nodal seCUZttV 

Scope for supplementary, 
pension provision by foe pri- 
vate sector is often itmHuWi- 
This Is particularly so to 
countries such as France and 
Italy. The Netherlands is one 
country where supplementary 
provirion is applied on a signif- 
icant scale. 

About a year Of two ago, 
concern was being expresses to 
all faulting European <* HintriB« 
about the "Demographic Time 
Bomb" and tts'ttffecte on the ' 
funding of social security, 
systems. . - ■ • 

Basically, the problem arises 
because the fall to the birth 
rate throughout Europe over 
the past decades is leading to 
an ageing population with 
fewer employed persons to sup- 
port them. 

And social security systems 
generally are financed on the 
‘Tay-As-You-Go” system, with 
benefits paid from contribution . 
income. '* 

The combination of these 
two features is resulting in 
benefit costs rising dramatic- 


Such a move to expand pri- 
vate-sector pension provision 
would open up Investment 
opportunities for UK fund 
management groups, particu- 
larly global equity fund man- 
agement. 

However. Hka most problems 
not capable of a swift solution, 
the fears of the possible conse- 
quences have faded with time. 

And other possible solutions 
are bring considered, such as 
raising the retirement age - a 
solution pot contempla te d even 
a year ago. 

Second, if supplementary 
provision. Is expanded,- then to 
many EC countries thfa would 
most hkriy be done through 
insurance contracts from local- 
ly-based insurance companies. 

Certain UK life companies 
are estatMsMng themselves to 
the EC, particularly to Spain, 
because they consider were 
will be an expanding market 
for their a™ their pension 
products the accompany- 
ing investment management 
services. 

The concept of srif-adnrfnis- 
tered private periston provision 
is not so widely accepted as to 
the UK. 

And where it does operate, 
such as in West Germany, then 
it to be. funded through 
book reserves, a pseudo form 
of Pay-As-You-Go, rather than 
pre-fimded with a consequent 
Twcrf for investment manage- 
ment. * 

Other paniers to UK invest- 
ment managers operating in 
Europe fach ide the local taxa- 
tion systems and local invest- 
ment restrictions. 

The International Committee 
of the National Association of 
Pension Funds fe*ii® that it is 
not possible to consider cross- 
border membership and pan- 
European panatmi funds until 
tax systems axe harmonised — . 
a nfpedream at pres e nt- ; 

Nevertheless, the NAPF feel 
that much could be done 
towards craunofl ftnawriai - 
arrangements.1T -withholding ri 
and other taxes on the Income 
from EC fat v pwtmHw t g are abol- 
ished for all recognised pen- 
sion funds to the EC. 

And the association also 
feels that 'local investment 
restrictions need to be riimi- 
1 dated. 

These factors do not mean 
that there are no opportunities 
in Europe for UK fond manage-. 
meat, b ut that progre ss wffl pe 
extremely sl ow — a sufficient' 
reason for . UK management 
groups to get established early 
m Europe. 

The final harrier Is. the gen- 


Eric Short 
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Karen Zagor investigates the expanding horizons in the US 

Managers spreading their wings 


eral attitude of Europeans 
towards equity investment By 
and large, they tend to be risk 
adverse, favouring bond invest* 
meni and adopting a conserva- 
tive attitude towards equity 

lllTO It hpFUt , 

The first and biggest task of 
UK investment managers is to 

sell the equity concept to Euro- 
pean flwwrirfai institutions pnd 
the tovrating public. 

But, if tins marketing exer- 
cise can be achieved, then it is 
mare strteghtforwazd for the 
UK managers to sell their 
global equity investment 
expertise, because of the rela- 
tive inexperience to this 
of European investment insti- 
tutions. 

The Implementation of the 
UGTTS (Undertakings for Col- 
lective Investme n ts to Trans- 
ferable Securities) has pro* 
vlded UK Investment 

wianagflmftn t f^ TT flS With t il? 

opportunity to offer retail fond 
management services and 
prod ucts. 

The general feeling among 
UK investment management 
companies Is that it is going to 
be more productive offering 
retail investment services than 
trying to break directly Into 
the institutional marked. 

A retail base can be 
exploited for a subsequent 
launch into institutional 
investment services. 

Other UK investment man- 
agers, such as Henderson 
Administration, have also 
established operations in other 
European countries, particu- 
larly Holland. > 

This country has a financial 
services operation with some 
resemblance to the UK situa- 
tion, including private com- 
pany pension provision. 
Henderson is now investing 

The first task of UK 
Investment managers 
is to sell the equity 
concept to European 
financial Institutions 


substantial sums to global 
equities on behalf of Dutch 
institutions. 

But ft describes the progress 
of its other European 
operations as one of gentle 

^STiriS/receive a tranche of 
money from an institution, 
usually a tank, for investment 
in equities. - 

But it has no idea whether 
tiie investment is on behalf oC 
individuals, other institutions 
or both. . 

And it is highly likely 
such a route wil l j the norm 
for investment in Europe 
rather . than the investor, 
whether indivjdiial or corpo- 
rate, dealing direct with the 
UK fond manager. 


THERE ABE signs that US 
pension fund managers are 
spreading their wings and 
expanding their horizons into 
international markets after 
many years of careful invest 
meats at home. 

US Payton plans are tradi- 
tionally cautious investors. 
Typically, at least 80 per cent 
of their assets are to bonds, 

with a further 15 to 30 per cent 

Considering what has 
happened to equity 
prices, it Is hardly 
surprising that funds 
should reduce stock 
. market holdings 

in cash, mortgages and other 
fixed interest investments. 

According to the authorita- 
tive mmmd survey published 
by Pensions and Investment 
Age to January this year, the 
ton 200 benefit corpo- 

rate and public pension plans 
had an average of 45JL per cent 
of assets invested to stocks at 
the end of September last year, 
with 37A per cent to haute, 7B 
per cent in cash and 43 per 
cent to real estate equity. The 
rest was held to mortgage®, 
guaranteed investment con- 
tracts and other fixed Income 

The equity proportion 
showed a alight increase from 
the previous year, though less 
than might have been expected 
given the strength of the US 
stock market. Meanwhile bond 
■TiftfaitirtwQ changed m*fe 
Considering what has hap- 
pened to equity prices over the 


past two years, with the 
stock-market crash hitting 
stocks last year almost exactly 
two years after the 1987 ecash, 
it is hardly surprising that pen- 
sion frinds should choose to 
impose ceilings on their stock 
market 

Yet pension funds are 
increasingly looking to over* 
seas markets. Although foreign 
markets often move to tandem 
with the US, as seen on Black 
Monday to 1987, this has been 
less pronounced in recent 
months. 

The 'Japanese market has 
been extremely we ak bu t West 
^ennan German equities have 

surged ahead. 

Although thta may have 
proved painful to those 
exposed to Tokyo, to principle 
these deviations confirm the 
value of international diversifi- 
cation. 

Foreign investments are 
of ten viewed as another way of 
spreading risks, and US inves- 
tors are increasingly looking 
abroad for the possibility of 
better risk-return relatlon- 


According to the Pension & 
Investm ent Age su rvey, funds 
to foreign holdings soared 
almost 48 per cent to $39-4bn in 
the 12-month period. Of this, 
equities represented S32.7bn, 
up 56 per cent from 1988, while 
foreign bond holdings 
increased hist 5 uer 

Foreign investments still 
totalled less than 3 per cent of 
the top 200 funds, however. 
There is still a long way to go 
before US pension funds are 

fn twmaHwnallBPd to the extent 
common in Europe or Japan. 

During the 12-month period. 


at least six of the top 200 pen- 
sion funds made Initial foreign 
investments. Most of the first- 
time Investors were public 
funds, such as the gargantuan 
$54bn California Public 
Employees Retirement System, 
winch moved straight into the 
number two spot this year by 
investing $2.7bn overseas by 
the end of September. 

The recent easing of a num- 
ber of rules tor the Securities 
and Exchange Commission 
promises to promote further 
foreign investments by pension 
funds. 

T frw most significant change 
for US investors to Rule 144a is 
that the SEC has effectively 
lifted its restriction on hold- 
ings of private placements - 
formerly classified as illiquid 
securities - by mutual, pen- 
sion and open-ended invest- 
ment folds. 

Previously, such invest- 
ments were limited to about 10 
per cent Now, the board of 
eac h fund will deride what pro- 
portion of their portfolios will 

With enthusiasm 
dampened for US 
equity ownership, 
pension funds are 
Increasingly looking 
to overseas markets 

be devoted to private place- 
ments. 

The potential for growth in 
international markets is enor- 
mous. When asked how large 
the market could be, Mr Jona- 
than Auerbach, chairman of 
Cresvale International, which 


specialises in international 
equities and is the first broker 
to rigs up for the Portal sys- 
tem, answered; "How big is the 
world? We think that this is 
going to open up an extraordi- 
nary amount of business." 

Another area of change this 
year Is in real estate invest- 
ment In 1988, when fond man- 
agers started looking for alter- 
natives to thp manic-deDressive 

volatility of equities, one of the 
areas where they expanded 
was real estate. However, in 
the past year the proportion of 
assets invested to real estate 

haw fallen 

Given the overbuilt office 
markets in all huge US cities 
and the overall decline in 
b uilding ; it is hardly sur- 
prising the new-found popular- 
ity of real estate was 
short-lived. 

Meanwhile, bonds remain 
the main alternative to equi- 
ties fin: fond managers. While 
there is little question about 
the serious risks to using fixed 
interest securities and cash to 
match pensions liabilities tied 
to real earnings, there are two 
main reasons that fond manag- 
ers are willing to invest more 
thaw half their foods to purely 
nominal assets. 

The first is that many US 
corporate pension funds are 
very generously resourced, to 
the print of bring overfunded 
to relation to their liabilities. 

US pension management is 
closely linked to the sponsor- 
ing company’s general trea- 
sury operations, and there are 
a number of techniques for 
bringing overfunded pension 
assets back into the corporate 
balance sheets. This is both 


widespread and respectaWe. 

Regarding pension fond sur- 
pluses as general corporate 
resources, however. Investing 
them to equities is viewed by 
soma analysts as essentially 
equivalent to speculating with 
shareholders’ funds. 

Second, companies are able 
and increasingly willing to 
replace their “defined benefit 
plans," to which pensions are 

The recent easing of 
a number of rules by 
the Securities and 
Exchange Commission 
promises to promote 
foreign Investments 
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linked to employee salaries, 
with “defined contribution 
plans”, where pensions depend 
directly on the performance of 
the underlying assets. 

The general trend to recent 
years has been towards defined 

contributions, with corporate 
sponsors using plan conver- 
sions as a means of recaptur- 
ing for their shareholder s the 
actuarial surpluses. 

Last year, nevertheless, the 
assets of HpAwaH benefit plan® 
among the top 200 pension 
funds grew by 20 per cent to 
$1.164bn from $972JJbn, accord- 
ing to Pensions and Invest- 
ment Age. 

Defined contribution plans 
grew 15 per cent to $265.3ba 
from $229. 6bn. The greater 
buoyancy in value of the typi- 
cal defined benefit plan’s asset 
mix last year, with a greater 
equity content, was evidently 
fhV dominant factor. 
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Such a question may in turn lead you to ask a number of 
other questions. 

Such as, who has an independently verifiable track record? 
Who recognises each and every client’s requirement for personal 
service? Who provides a viable alternative to indexation? Who 
makes a distinction between investment strategy and investment 
policy? Who is prepared to spend as much time addressing the 
contentious issues as they are the straightforward ones? 

If these aren’t enough questions there are one or two more 
you may care to ask. 

Who can turn round their reports in 10 working days? 

Who has a top flight team of dedicated investment 
professionals? 

And last but not least, who is most likely to be among the 
successful fund managers of the 1990’s? 

At Midland Montagu Asset Management we know the answers 
to all these questions. If you would like to hear them and find 
out a lot more about us into the bargain, please ring David 
Puddle on 071-260 9844 or Geoff Oldfield on 071-260 9160. 
Alternatively you can write to them at the address below 
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Midland Montagu Asset Management. 

The Specialist Investment Managers. 

10, LOWER THAMES STREET, LONDON EC3R 6AE. TELEPHONE 071-260 9000. 

MIDLAND MONTAGU IS THE INTERNATIONAL AND INVESTMENT BANKING ARM OF MIDLAND GROUP. 
MIDLAND MONTAGU ASSET MANAGEMENT IS A MEMBER OF IMRO. 
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PENSION FUND INVESTMENT 6 


Barry Riley examines concerns over the measurement of performance 



Figures that obscure the picture 


IN THE WORLD OF INVESTMENT, 
RELIABLE DATA IS YOUR FIRST LINE 
OF DEFENCE. 


For international investment, you 
need data you can trust: accurate, 
comprehensive and timely. 
Datastream meets every criteria. 


and analysis of markets and 


securities against your own criteria. 


Accurate. Our data is collected, 
validated and checked by a 120 
strong team — using multiple 
sources to ensure reliability. 


Comprehensive. 25,000 equities, 
44,000 bonds, 50,000 economic 
series "plus futures, options, forex 
and interest rates. 


For fund administrators, there’s 
LnterPort, for multi -currency off- 
shore funds, running on PC's, net- 
works and DEC VAX. Or, there's 
our mainframe service supporting 
investment accounting, valuations 
and administration. All flexible, 
easy-to-use and with specialist 
after-sales support. 


Timely. On-line direct to your PC, 
for fast, easy access. 


For investment research, sophisti- 
cated programs combine function- 
ality and flexibility: high-quality 
graphics, cross-market searching 


In the world* of investment, 
Datastream is your most reliable 
support. Call us op (01) 250 3000 
for your information pack. 


Datastream 

International 
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IN THE pension, fund business 
it would seem that perfor- 
mance statistics can prove 
almost anything. Certainly, 
there is enough concern about 
the measurement of fund per- 
formance for the National 
Association of Pension Funds 
to have set op a special inquiry 
into the subject 

Only a minor part cf the anx- 
iety relates to the actual pro- 
cess of measurement of the fig- 
ures, although there are 
various annoying technical dif- 
ferences between the main per- 
formance services. There is 
more of a debate about how 
foe numbers are presented by 
fond managers, and still more 
about how they are used by 
trustees and their advisors. 

Who -measures pension 
funds? One of foe big two spe- 
cialists is WM, originally part 
of the Edinburgh stockbrokers 
Wood Mackenzie, but now 
metamorphosed Into the World 
Markets company, under the 
ownership of the US wholesale 
banking group Bankers Trust, 
The otter Is Combined Actuar- 
ial Performance Services 
(Caps), the result of foe pool- 
ing some years ago of the sepa- 
rate measurement services of 
actuarial consultants R. Wat- 
son, Mercer. leaser. Bacon & 
Woodrow and (more recently) 
Noble Lowndes. 

In 1389, WM included 2,023 
portfolios in its main service, 
worth £235bn in aggregate at 
foe raid of the year. It says 
these represented 77 per cent 
of the UK pension fund indus- 
try. Caps measured L524 funds 
worth £141bn. 

There are a few other ser- 
vices, including those run. by 
Wyatt and by Godwins, but 
these are «maii by wwnpHi^n , 
and are more specialised. 

The results of foe two main 
services are not precisely simi- 
lar. This Is partly because of 
differences of coverage, with 
WM including several very 
large nationalised industry 
funds which tend to have a 
high property content (the WM 
funds held 9 per cent of assets 
in p ro p e rty at foe end of 1989, 
against only 3 per oent for ch- 
eats of Caps). 

hi 1989, the average WM 
measured fond showed a rate 
of return of 303 per cent while 
the median Caps fond returned 
3LS per cent The lower prop- 
erty content in the typical 
Caps fond explains same of foe 
variation: excluding p rop e r t y 





E dinburgh Fund Managers was 
Scotland's most profitable com- 
pany last year.* Small wonder, you 
might say, from a company dedic- 
ated to improving performance. 
And our financial strength is 
reflected in everything we do. 

So ft's no coincidence our Pen- 
sion Fund returns for 1989 were 
again so uplifting, with our aver- 
age return in the top quartile. 

And not then a surprise that one 
of our investment trusts recorded 
the highest gain in Net Asset Value 
total return in 1989 (Source: AJTO. 

We've a following of over 20,000 
unitholders invested in our wide 
range of successful unit trusts. 

With our determination to pre- 
serve capital and our strong will to 
make it grow, it all adds up to a 
powerful combination. 

If your investment activities lie in 
the areas of investment trusts, 
pension funds or unit trusts please 
contact us for more information. 

* Source: Scottish Business Insider 
Magazine, January Survey. 
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4 Melville Crescent. Edinburgh EH3 7/B 
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Maurice Stonefrost (tall)' arid dive Gilchrist 


are untypical. This, It is said, 
leads to the phenomenon of 
“median drift’’ whereby the 
historical performance for a 
particular year appears to 
move up over a period. 

This Is part of a general 
problem that as more funds 
over time become specialised, 
or subject to various invest- 
ment restrictions, it becomes 
more, dtffi mlt to justify their 
inclusion in the overall “uni- . 


John Clamp: figures are somafinwi misused 


the returns were 3L6 and 329 
per cent, respectively. There 
may also be some distortion 
from comparing a median and 
an average. 

- A Anther technical differen- 
tiation has, however, come to 
light because of the strange 
discrepancy in the measured 
rate of return on foe FT-Actu- 
aries All-Share Index, the con- 
ventional benchmark. for UK 
equity performance. 

It might be thought that foe 
performance of the index was 
common ground, but thin is 
not so. In 3989, the Index rate 
of return was 35.5 per cent 

- according to Caps but 3&1 per 
cent according to WM. The 
gap, which arises from differ- 
ing treatment of received divi- 
dends, is highly significant for 
index fund managers, who aim 
to trade the All-Share return 
very precisely. 

It appears that any differ- 
dace will be ranch sraaUer far 
1990, because Caps ' has ' 
changed Us rate of return for- 
mula in fovour of the ex-dM- 
dend method used tor several 
years by WM, although 


wifovariotu 'slight variations. 

To an extent, these technical 
disputes will need to be 
addressed by foe NAFF com- 
mittee. This is headed by Mr 
Maurice Stonefrost, who is in 
charge of British Rail’s pension 
scheme. The committee has a 
year-end reporting deadline, 

arid it Is' jwtfnim that its COn- 
clusfons will be considered at 
foe NAFF’S annnai investment 
Conference best February. 

Various subjects are poten- 
tially pn Its. agenda. For exam- 
ple, there are complaints from 
the industry that the time- 
weighted-rate of return calcu- 
lations. may not always be suf- 
ficiently precise, and the 
assumptions -underlying them 
may. vary;. so that individual 
funds may get the wrong 
impresskm "when they compare 
themselves tt> the Indices and 

the Tnp<Wimq' ( 

alleged that the 
-covEragejoCttie two main ser= 
vices may'n|f distorted by the 
- selective withdrawal of poorly 
perforating funds on a retro- 
: spective basis by fund manag- 
ers on the grounds that they 


verse. 

Out of this arises the prob- 
lem that the marketing depart- 
ments of fond management 
fhtn« wm be highly selective in 
choosing funds which will 
determine their “median" or 
“typical” performance. 

It is not necessarily the fault 
of the measurement companies 
if their statistics are insuffi- 
ciently robust to stand up to 
the test of high-pressure sales- 
manship. They are commercial 
organisations, and are not 
always in a strong position to 
tell their nlienta how to QSe the 

Information they produce. But 
one task of foe Stonefrost Com- 
mittee Is likely to be to seek 
ways of laying down consistent 
standards for th«» presentation 
of performance figures by man- 
agers. 

Certainly there are jealou- 
sies -within the pension fund 
industry, which , make perfor- 
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mance figures hi g hly sensitive, 
and indeed theNAPF has felt 


and indeed foe NAFF has felt 
obUgad.to set the committee up 
on an independent basis. Some 
leading consultants are pri- 
vately very upset at foe whole 
idea of a public inquiry. 

Yet Mr John Clamp, chief 
executive of Caps, is ready to 
admit that performance figures 
are sometimes misused by 
investment managers, clients 
and consultants. .. 

He is happy to co-operate 
with the inquiry. “We posi- 
tively welcome it. Anything 
that can be done to dear the 
haze and mist surrounding per- 


formance measurement is from 
our point of view to be wel- 
comed," he says. Mr Gordon 
Bagot of WM also welcomes 
the Investigation in principle. 

In the wider world, the real 
significance of the Stonefrost 
Committee will probably come 
from Us deliberations on. the 
short-termism problem. Are 
managers assessed, and then 
hired and fired, on foe basis of 
periods which are too short? If 
so, given the domination of the 
stock market by pension funds 
and other similar institutions, 
the misuse of performance 
measurement statistics may be 
seriously di sto rt i ng foe whole 
capital market by forcing man- 
agers to focus unduly on near 
term objectives. 

Performance is convention- 
ally measured on a quarterly 
basis. Nobody suggests that 
managers are hired and fired 
on such a timescale, but subtle 
pressures, may be introduced. 
And certainly performance 
over a time-span of three to 
five years is hi g hl y influential 
in winning and losing busi- 
ness. Arguably even this is 
much too short a time horizon 
for judging the success or oth- 
erwise of pension funds. 

“Trustees are supposed to be 
taking a sensible long-term 
view,” says Mr Clive Gilchrist, 
chairman of foe NAPE’S invest- 
ment committee. But he is con- 
cerned that, cm top of the other 
pressures, foe recent changes 
in accounting by companies for 
pension fund contributions, fol- 
lowing the implementatio n of 

the -accounting standard SSAP 
24, will cause flnanca directors 
to seek to lift, investment per- 
formance ova: the short run in 
order to. increase earninga per 
share. : 

Quite a few- different sec- 
tional interest groups within 
the pension fund industry wifi 
be waiting with keen Interest 
to see what the Stonefrost 
Committee says. 


You'll soon be at home with Lotus 
One Source. 

This revolution in information 
technology lets you access and 
retrieve all the key facts and figures 
in seconds. 

Use Lotus One Source and 
youU be more productive without 
having to work overtime wading 
through documents, reports and 
cither research materials. 

Our range of products provide 
in-depth data on hundreds of 
thousands of companies worldwide, 
all on compact disc. 


corporate finance, fund manage- 
ment, merger and acquisition 
analysis, sates management and 
marketing are already subscribing 
to Lotus One Source. 

A PC based system which 
comes to yon on a fixed annual 
subscription, the Lotus-One Source 
service Includes regularly updated 
discs containing millions of facts 
and figures, a CD readeq Lotus 
software, and naturally, . foil Lotus 
technical sup port 

*nie information is derived from 
some of the world's most respected 
sources and is accessed, using 
powerful menu driven'softw&re for 


Hus software also allows easy 
transfer of data and text to your 
existing spreadsheets and word 
processing programs. 

So get more information feat 
’iye0K>neO)784)465446., 
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Andrew Freeman discusses quantitative techniques 
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DERIVATIVES 


Pushed into 
the limelight 


AT THE anntial conference of 
the National Association of 
Pension Funds next week, fund 
managers will be tempted to 
put their cash into the high 
returns of futures and options 
with the laxmch of two def- 
eated funds. Changes in the 
law have made derivatives a 
viable investment 'fin- pension 
funds and the market is eager 
to encourage them!! 

The Rudolf Wolff Futures 
Trust and ErcaHbur, a futures 
fund created by Paine Webber, 
are both due to be launched at 
the pwnginn funds conference 
in a bid to entice fund manag- 
ers into an unfamiliar area. 

The Robert Fraser Guaran- 
teed Futures find is already 
faiHring to mma of the biggest 

pension funds since -Its launch 
at the beginning of the year. It 
is an uphill rftmb to overcome 
the innate conservatism of 
many fond managers. 

Nevertheless, derivative 
products have been thrust to 
centre stage this year since UK 
regulators drafted rules for the 
creation of futures funds and 
Mr John Major, the UK Chan- 
cellor erf the Exchequer, altered 
the tax treatment of futures. 
These developments have 
increased the access of pension 
funds to the multi -hQlion dol- 
lar d erivativ es market. 

Above all, the tax changes 
have removed a ps ychol ogical 
barrier to the involvement of 
fond managers in the futures 
markets. The changes which 
were laid out in the recent UK 
Finance bill, should remove 
the uncertainty from manag- 
ers' minds that they will be 
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Trevor Poflen ’ 

stock with a large tax bin for 
their fixtures transactions. 

The pro blem for pension 
funds and unit trusts centred 
on their tax status and left 
them with the responsibility to 
prove they were using the mar- 
kets for hedging purposes and 
not trading. By trading futures, 
fond manag ers were previously 
liable to pay corporation tax on 


Mr Major has now removed 
the spectre of a tax charge 
from pension funds and unit 
trusts and has made trading 
income from futures and 
options transactions exempt 
from tax. In doing this he went 
even further than London's 
markets had hoped in clearing 
the pitch for a large-scale 
i n vol v ement by pension funds. 

The changes mean pension 
funds can make anticipatory 
hedges without holding the 
underlying instrument. For 
instance, they will be able to 
buy call or put options without 
holding the underlying stock 
— often a much cheaper way 
to gain exposure to the equity 
market In addition,- commis- 
riong axe much cheaper in the 


futures twarttgte which wffl cut 
down tiie costs of dealing for 
pension funds. 

Mr Trevor PuDen, director of 
Prudential Portfolio Managers, 
the Investment arm of the 
insurance company, says the 
changed will allow him to take 
a shorter-term view of the mar- 
ket It win mean he can leave 
hie painstakingly constructed 
portfolios of equities Intact and 
move his exposure with the 
use of fixtures. 

Mr Pullen estimates that 
/wmmfiiiiiimg fn -the stock mar- 
ket cost him ah average of 2J> 
per cent per transaction, while 
m the derivatives markets they 
are closer to 0.1 per cent, 
wiwming futur es are a mu ch 
more cost-effective way for him 
to manoeuvre hie beddings.' ." :: - 

Whole the tax changes win 
enable pension firnds to do 
much more with derivatives 
for their own accounts, new 
regulations on futures funds 
will open np-to them the $8hn 
world market In managed 
fotnres. The .rules all ow th e 
creation of authorised futures 
fluids in the UK - products 
which have achieved Immense 
popularity is the US. 

Pension funds wlflbeableto 

create these funds and sell 
them to retail investors, but 
they wffl also be encouraged to 
invest in funds targeted rat' 
institutional clients. The Rob- 
ert Fraser, Rudolf Wolff and 
ExcaUbur funds have all been 
set up to exploit tills new area 
and are being marketed 
heavily. 

These three funds have been 
set up outside the new regula- 
tions as unauthorised fixtures 
funds which means they can 
be sold only to institutional 
investors. Tie new funds are 
wnWng in oh the wave of 
interest tn fixtures floods before 
the new regulations become 
law at the end of the year. 

The Robert Fraser rand 
which is already in existence 1 !* 
directed at the most conserva- 
tive of pension fondw fdnee ft 
offers then a. chance to cus- 
tomise the risk profile for lndt 
vidual Institutions. This Is a 
key to hooking the interest of 
the pension f unds since they 
remain extremely - wary of 
fi xture s contracts. In addition, 
the food provides a guarantee 
for a re tu rn of principal after 
four years, which is a comfort- 
ing element for manag ers. 

K will take some time for 
pension fowls ^nd unit- trusts 
to throw themse lves w hole- 
beartedly into the fixtures and 
options market, but their Inter- 
est ]& ' certainly real- When 
JamesCapel, the UK brokerage 
house, held a s eminar recently 
to w pialn the draft reg ulat ions 
on fixtures fluids, it attracted 
mmfe than 80 pension fund and 
unit trust representatives. 

The creation of fixtures Items 
could prove a lucrative ait* for 
' pension funds . since these 
instruments have proved so 
popular abroad. Until recently, 
the only way to sell them to 
individual investors in the UK 
was to set them up offshore. 

Last year Mercury _ Asset 
■ a- subsidiary of 

SG Warburg, raised $50m in six 
weeks for an options income 
fund it exerted in Luxembour& 
The company is understood to 
have tried hard to set up tite 
fund in the UK, but was 
thwarted by tax and regulatory 
obstacles. With this sort of 
. money now available to UK 
pension funds, it is not surpris- 
ing they have all started, to" 
position themselves ~ for the" 
onset of a totally new market 

Deborah Hargreaves 
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Uniquely positioned to turn ; 
Custody concepts into reality 


Quality of service has become the hallmark of a successful 
custody operation. 

tn today’s demanding environment, custodians must 
be able to turn concepts into realities. At Citibank we do this 
• by providing innovative and flexible solutions to meet the 
needs of a changing marketplace. 

Citibank is internationally renowned for its investment 
4 f*l im in technology and for providing the 

* necessary support to guarantee efficiency 

rcaSlitV and reliability. 

iJr We have the most extensive network of 
securities professionals around the world, including the 
largest proprietary network of sub-custodians. 

Service quality is a natural expectation of our 
customers. We turn it into a reality. 


lb find out how we can better meet your custody needs call: Citibank N. A 
New Vbric, Mark Aprahamhn ( 212} 657 9100. London. John Morris (071) 234 5270. . 
Zurich, AS Khan (411) 205 7111. Hong Kong. Teresa Yiu (6525) 807 6523. 


Dedicated Securities Support - Worldwide 
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PENSION FUND INVESTMENT 8 


The field in pooled funds is beginning to open up, says Peta Hodge 

No longer a two-horse race 


pooled funds 

Sfzs at Decambor 71 (Em) K 


% change 


SINCE 1988 the fight for new 
pooled managed fund business 
was widely reported to be a 
two-horse race, with Provident 
Mutual leading Confederation 
Life by a neck. Now, perhaps, 
the field is beginning to open 
up. 

It is no longer the race with 
the biggest prizes. According to 
the CAPS survey of UK pooled 
pension funds (formerly the 
William M. Mercer Fraser sur- 
vey of pooled pension funds), 
the median return achieved In 
1989 by the 60 or so funds it 
monitors, was 29.3 per cent 

Although this is more than 
three times average salary 
inflation over the period, it is 
considerably less than the 31.5 
per cent achieved by the 
median segregated fund moni- 
tored by CAPS. 

This is a decided change 
from the 1988 position when 
the median pooled pension 
fund monitored by M ercer 
Fraser achieved 12.3 per cent, 
compared with the CAPS seg- 


regated. median of 11.7 per 
cent 

Similarly, in 1987 the median 
pooled fluid outperformed the 
segregated median by L5 per 
cent 

The reasons for last years 
relative underperformance by 
pooled funds are largely histor- 
ical 

Fooled managed funds, oper- 
ating on an exempt and uni- 
tised basis, were initially 
launched by ^ life offices as a 
means of retaining pension 
schemes as clients when they 
switched from being insured. 

They allow pension 

funds (usually less than £10m) 
to diversify across the asset 
rtassfts - equities, fixed inter- 
est property, etc - on a cost 
effective basis. 

Although merchant banks 
ami other investment houses 
have been attracted to the pro- 
vision of pooled managed 
funds over recent years, life 
offices still account for more 
than half the pooled fund pro- 


viders and manage the vast 
bulk of pooled pension fund 


This life office domination 
has resulted in an average 
asset allocation which is 
slightly more conservative 
than that pursued by the aver- 
age segreg a ted fond. 

An umlerweightnig in equi- 
ties and higher holdings of 
fixed interest gilts daring 1989 
lead to a relatively sluggish 
performance by pooled funds. 

On the other hand, these 
funds reaped the benefits of 
relatively higher pr o p ert y hold- 
ings during 1987 ana 1988. 

The importance of asset allo- 
cation is bam oat by the top 
and bottom performing funds 
in the CAPS universe. Fidelity, 
with a return of 44-4 par cent, 
and London Lite, with just 22 
per cent. 

Fidelity benefited from Its 
overweighting in equities, par- 
ticularly overseas, where It 
increased Us holding from 23 
per cant to 38 per cent during 


THE TEAM 
THE EXPERIENCE 
THE RESOURCES 
THE RESULTS 


The median return on pension fund portfolios 
under Globe Motley's management was over 38% 
compared with CAPS median return of 32% 
for the 1 2 months to 31 December 1989. 

Our five year record is equally Impressive 
generating a median return of 18-8% per annum. 
CAPS median return over five years to 
31 December 1989 was 171% per annum. 
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PAST PERFORMANCE IS NOT NtOSSAWUr A GUKX TO FUTURE PERFORMANCE 


James Capel Fund Managers * 

A Record of Performance 

In 1985 we designed a disciplined, value-based investment process 
in the belief that such an approach would produce 
consistent and superior performance. It has: 

UK Equities 



JCFM 

CAPS 

CAPS 


Median 

Median 

Upper QtuftQe 


% p.a. 

Xpa. 

%pj. 

1989 

40.4 

35.7 

283 

1988789 

24.9 

223 

24.1 

1987/89 

20.3 

17.6 

19.2 

1986/89 

223 

19.9 

21.4 

1985/89 

22.9 

19.9 

21J 


UK Pension Funds: Total (ex. Property) 



JCFM 

CAPS 

CAPS 


Median 

Median 

Upper Quutilc 


%p^. 

%PJL 

%p.a. 

1989 

35.2 

32.0 

34.5 

1988/89 

24.7 

21.2 

2L8 

1987/89 

16.0 

14.6 

15.8 

1986/89 

18.5 

17.2 

18.2 

1985/89 

18.5 

17.1 

18.0 

Source: CAPS 


To discuss our approach, please contact: 

Stephen Lofthouse, 

James Capel Fund Managers Limited, 

7 Devonshire Square London, EC2M 4HU. 

Tel: 071-626 0566; Fax: 071-621 0426; Telex: 941 3578 
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Past performance is not necessarily a guide to jitture performance . 


the year. Its overseas stock 
selection over foe period was 
also particularly good. 

Second and third performing 
food over foe year, Britannia 
Life (formerly kno wn as FS 
Assurance), with a return of 
424 per cent and Midland Mon- 
tagu with 401 per cent, were 
both 95 per cent in equities at 
the aid of 1989. Both invested 
more heavily in the Amnestic 
market than Fidelity, with 66 
per cent and 67 per cent respec- 
tively. 

Another possible factor in 
the outperformanc8 of these 
funds - and me which win 
perhaps cause trustees cf small 
pension funds to pause before 
investing in them - is their 
size. 

With Britannia life’s fond at 
ElTm, Fidelity’s at ciim and 
Midland Montagu’s at just £2m 
at foe end of 1969, they are 
some of the smallest in the 
CAPS universe. 

As such, they have much 
more flexibility than their 


heavyweight competitors, it Is 
impossible to know whether 
they will be able to produce 
this kind of performance if and 
when they reach the sEaeof 
Scottish Widows’ £3488m fund. 

The new providers of pooled, 
fluids also have a credibDity 
problem. Take foe case of a 
merchant bank, with several 
£bn- worth of pension fond 
m oney under segregated man- 
agement, running a pooled 
fluid of less than £2Qm. 

Blow is a trustee to be con- 
vinced that the pooled fond 
forms an important enough 
part of the manager’s business 
to receive continued attention? 

Mr Philip Nash, joint manag- 
ing director of Fidelity Pen- 
sions Management, a gr ees 
size is important: Tf you’re 
managing a £U0m fund, that is 
perceived to be a substantial 
amount 

A £l 0 m poded fluid is not 
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emotionally-, of the mum 
weight. Which in Fidelity’s 
case does not really make 


sense because we’re using 

exactly the same investment 
procedures and investment 
personnel” 

There is also the question of 
track record. Mr Nash con- 
ceeds that while 12 months’ 
sparkling performance Is help- 
ful, trustees . have longer-term 
horizons. Fidelity cannot yet 
consider itself -an established 
player. 

Although Oc mfrflpnrtl o n T-Hie 
and . Provident Mutual plum- 
meted into the fourth quartfle 
in foe year to December 31, 
1969, ova the 19-year period, 
they are atm ih.foe top five 
funds (based an a universe of 


28), along with Alexander Step- 
house. Guardian Royal 
Exchange and Scottish Wid- 
ows. 

All five attracted large 
amounts of new business dur- 
ing 1989. This was particularly 
true at Confederation Life 
where toads nearly doubled 
during 1989, and at Provident 
Mutual, where funds increased 
to 22,613m in 1989. 

Interestingly, Confederation 
Life's 1990 new business figure 
is 20 per cent up on this time 
last year - which suggests 
trustees . do indeed take a 
long-term view. 

Mr Cohn Wilkinson, director 


Andrew Freeman looks at sterling bonds 

A sharp decline in interest 


THE latest figures suggest that 
UK pangfrm fund investment in 
sterling bonds has undergone a 
fundamental chang e over the 
last 10 years, with much of 
that change occurring since 
1987. 

The WM Company’s Annual 
Review shows that in its pen- 
sion ftind universe of 1,552 
fluids, represen ting 77 per cent 
cf all UK pension fund assets, 
the weighting of UK bonds as a 
proportion of total assets ML 
last year to its lowest level 
since, the universe began. 

The average fond now holds 
just 6 per cent of its assets in 
sterling bonds, compared with 
21 per cent in 1980, 17 per cent 
in 1984, 13 per cent In 1987 and 
10 per cent in 1967. 

As an asset class, sterling 
bonds have had a negative 
cadi flow allocation for foe 
past three years. Some money 
has been pot into international 
bonds, which now represent 
around 2 per cent of the aver- 
age partfaHn. 

The vast majority of the 
cash, however, has been placed 
in international equities where 
exposure increased sharply to 
around 21 per cent of total 
assets, compared with a mere 9 
per cent in I960. . : . 

Tbereare several reasons for 
the sharp decline of interest in 
sterling bonds. Clearly, the 
high rate of UK inflation and 
the continuing poor outlook 
have created an environment 
in which the capital value and 
performance of long-term 
fixed-income holdings have 
been seriously eroded. 

Last year, UK bonds pro- 
duced a mere 7.4 per cent 
annual return, compared with 
36 nor cent from UK wm iti w 
and4k3 per cent from overseas ' 
equities. Even cash returned 
142 per cent 

From a longer-term perspec- 
tive, foe performance figures 
are more respectable, but the 
average is distorted by an 
unusually strong return in 
1982. 

By contrast UK equities 
have consistently produced 
real returns over the past 

de cad e. 

However, factors wi thin the 
sector have also reduced the 
attraction of sterling bonds to 
investors. 

The UK government’s buy-in 
programme of its own 
long-term debts, while driving 
yields on select gflt issues to 
unrealistically tight levels, W 
a negative effect on confidence 
as Investment funds debated 
the potential damage to liquid- 
ity. 

Further, and more funda- 
mentally, the widely predicted 
surge in non-gilt issuance by 
supranational and corporate 
borrowers stimulated a change 
in investment patterns. Within 
sterling bond portfolios, the 
percentage of non-gilt assets 

rose from a previously insignif- 
icant 5 per cent on average to 
between 25 and 40 per cent 
depending on market condi- 
tions. 

This enforced greater reli- 
ance on non-gilt instruments 
created portfolio management 
problems for fund managers 
and investors alike. For exam- 
ple, a fund wanting to shift its 
position on the yield curve 
could not rely on instant 
impl ementat io n. 

In particular, foe corporate 
bond market lads a large rare 
of liquid issues which would 
allow quick switching activity. 
The growing interest outside 
the UK in Eurosterling bonds 
bas only added to the tendency 
for at least part of most issues 
to be locked away by investors 
intending to hold foe bonds to 
maturity. 

Many research analysts have 
produced detailed arguments 
suggesting that investors In 
sterling bonds have ignored 
the value of non-gats versos 
gilts. 

Among the evidence is com- 
pelling data showing that 
spreads of corporate bonds 
over gilts often reach levels 
which are not justified by 
either historic corporate 


default rates or the most pessi- 
mistic a wun n pH «i« about the 
UK economy. 

Barclays de Zoete Wedd 
recently published its first 
quarter review of the 
market and noted that 
although spreads between gilts 
and other rfwting issues W 
narrowed slightly over the 
quarto: they remained at very 
wide levels. 

For example. BZW*s secured 
corporate band index was still 
at 130 basis points over the 9 
per cent gilt maturing .2008, 
while foe unsecured Index was 
at na KhhIb w ri n fa . comoared 
with 244 basis points at the 
start of th e year. 

hi spite of tMa, iu spite 
of foe better performance by 
non-gOto over gilts in the short 
term, the corporate sector 
recently suffered a further 
blow to its fragile rep utati on 
for liquidity. 

As the prices of corporate 
bends dropped over the past 
six months and spreads against 
gilts widened to historically 
unprecedented levels, many 


borrowers began asking them- 
jralves whether they could 
exploit the discounts at which 
their debt was trading. 

Syndicate officials, finding 
themselves with little new 
issue business as the funda- 
mentals declined, were only 
too pleased to help b o rr o wers 
to buy backroom proportion or 
all of issues trading signifi- 
cantly below par. 

The result was a series of 
buy-ins by borrowers as 
diverse as Trusthouse Forte, 
Barclays Bank, Hanson and 
foe Rank Organisation, most of 
which aroused comment as 
some marketmakers found 
themselves short of stock. 
Where a buy-in was of a com- 
plete issue, there was usually 
little co n troversy because each 
party in the transaction had a 
tan gible benefit. 

The borrower enjoyed a 
windfall Mpitai gain free from 
puniti ve tax, the investor sold 
the bonds for a higher price 
that prevailing in the 
market and foe buj-in agent 
earned precious foes. 


Controv e rsy, however, cen- 
tred an partial buy-ins where, 
borrowers did not clarify their 
intentions towards the rest of 
the issue in question. • 

Investors faced the possibil- 
ity that they would be left 
holding the illiquid rump of an 
issue, unable to sell it and 
forced to carry the paper to 
maturity. 

This proved particularly 
damag in g because many funds 
had been tempted to sec- 
ond-guess the corporate mar- 
ket by investing in issues they 
thought might be the subject of 
a buy-in. . 

Much of the fuss over buy- 
ins came from maiketmakera 
and concerned the procedure 
adopted by the agent for 

informing the marigt that a 

buy-in was or would be occur- 
ring- 

Much of -the damage, how- 
ever, was done to the txapocate 
bond market as a whole. Thera 
seems little doubt in retrospect 
that liquidity in «n-farin issues 
was adversely affected by the 
buy-in phenomenon. 


of group life and pensions at 
Confedoatiim life, mnfhtning 
it would be w rong to make too 
much of last yen's underpev- 
fbnnance. "B: Is exactly what 
you would have expected of 
our style of mana g er . We m 
interested in fundamental 
value - what we rely on in is 
that, over time, well run, well 
financed companies will out- 
perform. - 

Last- year the market wasn't 
interested in fundamental 
value. It was driven by fear 
hope and greed, and in particu- 
lar takeovers and rumours off 
takeovers." 

Mr Wgfcftwon says that Con- 
federation Life’s fundamental 
approach to stock selection and 
its c onser v a tive eqnity holding 
have already paid dividends in 
1990. But fids is so time for 
complacency . • 

During the 1980s the average 
pooled fund achieved high red 
rates off return, in spite of its 
conservatism toward’s UK 
equities - the decade’s best 
p e r formi ng sector. Of file top 
fire fluids over the period, only 

0018 wiaf uMw ^ a thaw 

average weighting in fids sec- 
tor. “ 

Whether pooled funds will 
find such high rates off return 
so easy to achieve during the 
1990 b remains open to doubt ' 

Mr Philip Nash certainly 
believes that pooled fund man- 
agers will race pressure for 
change over foe next decade. 

“Performance has always 
been relatively more Important 
for pooled ftmds than for segre- 
gated fionds - if you are 
receiving a personal service, 
aspects other than perfor- 
mance hold more weight. 
Smaller business have less 
sophisticated demands and so 
file bottom -fine is more impor- 
tant 

- But the - market place is 
becom ing more sophisticated. 
Tr uste es will' want to make 
Sure that ho Mg risks are being 
taken with their pooled fond 
and that the asset allocation is 
right," he says. " 


At last we reveal the amazing 
technology that has put us ahead. 


r~ 


The Han An ideal client 


interface device for information 


retrieval of every land. 

Like what exactly you, as a 
client, need. What your short 
and long term goals are. 


die construction of UK equity 
portfolios. Or the introduction 
of passive management for 
overseas equities through our 
International Indexed Fund and 


regional indexed sub funds. 


Git 


And what sort of service you expect from 


an investment house. 


But product innovation is only part of die 
story \ftfe are also readier than most to tailor our 


i h 

-^1 i 


At Hill Samuel Investment Management Ltd. services to suit your particular profile. And we 
we insist on using the ear extensively As a result were one of the first to mttodua a : cfean fee 

we have an impressive record of product scale for pension funds, 

innovation - products which we know are If you would like to talk to us in the 


relevant to our clients’ needs. 


Take Active Value Management, for 


example, a unique quantitative approach to 


confidence that you’re being heard, just ring 


Alan Henson on 071-638 1774 
him at the address below. 


or write to 


HiO Samuel Investment Management Ltd., 
45 Beech Street, London EC2P 2LX. 

A member of 1MRO, 
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Lira ASSURANCE companies 
have hafl a virtual monopoly In 
the provision of personal pen- 
sions since the earliest ver- 
sions were bnmffl y d 1959, 
Over the next 88 pears the 
plans wore honed and adjusted 
In the Bght of lagfol ft. 

ttan and consumer d e m ands to 
evolve Into the highly sophisti- 
cated and flexible MhBB« 
available, today, with over -100 
HferfBces fa the myrfc pf 
A revolution overtook the 
personal pensions market in 
the mid-lflflOs as ifr Norman 


PERSONAL PENSIONS 


Rush did not materialise 


for Social Services, revised the 
way in which could 

he provided to mdividnals. He 
made sweeping changes which 
affected people In company 
petition schemes, giving th em 
the right to leave a company 
gcheftm and start their own 


In ssiie of two felse starts, 
new-style personal pensions 
were launched in July 1988, 
along with the facility top new 
providers, previously exefafled, 
to offer personal far 

the. first time. These farhuiwi 
banks,- building societies 
unit trust groups. 

The anticipated rush of new 
providers Into personal pen- 
sions has not materialised. 
Doubly handicapped by a mar- 
ket saturated by the life 
oQiees, and restricted to levy- 
ing only efagie contribution 
charges <m their pension plans, 
the unit trust groups have 
been stow to respond to the 
opening np of this market. And 
In spite Qf the long track 
records of scape of the corpo- 
rate pension fund iqapagQrg, 


very few of them seem inter- 
ested in the retail sector. 

For any new provider, the 
costs Of entering the retailpen- 
tions market c» n be high. How- 
■ ever, there are other ways of 
getting a toehold in this poten- 
tially lucrative sector without 
toning large start-up costa. 
Fhpps A Prow Fund Manag- 
ers^ the second largest corpo- 
rate pension fond manager, 
has entered it indire ctly by 
providing fond management 
far Devonshire Life’s own life 
ft Prt pensions plans. Devon- 
shire was taken over last year 
by American Express, and 
changed ita name to Acumax. . 

Other corporate managers 
have established links with the 
retail market by offering a 
range of foprfg to life offices 
which have readymade distri- 
bution outlets mnn administra- . 
tton systems.. With this 
arrangement everyone bene- 
fits: the unit trust groups get 
access to the personal pensions 
market at wntmmai cost, and 
life com panies are able to after 
a much wider range of funds. 

Skapflla Life, far example, 
oGfero a range of 230 funds via 
its Tfa tat wtth 12 different unit 
tnjst groups- Buyers of the per- 
sonal pension cap switch not 
only between a unit trust 
group’s funds, but also 
between different unit trust 


One of these, Fidelity, is on 
the list of both MuwuWa and 
Professi o na l life, which skan- 
dia took over last year as 
F ramlingt oo life. In addition. 
Fidelity is one of only a hand- 
ful of unit trust groups that 
have entered the pereonal 
skins market in its own ’ 

Fidelity, along with 

Bank and N.M. Rothschild, 
came into the retail market at 
the very first opportunity in 
July 1988. It Is not worried 
about the maifcet being satu- 
rated by the life offices, seeing 
itself as a niche player. It 
offers a single contribution 
plan With a minimi^ of -£2,000 
which can be topped up with a 
minimum of £200, thereby lim- 
iting its costs. 

Garbnore, Which mm\». fn tn 
the market in November 1 98 9, 
does not use its range of retail 
unit trusts for personal pen- 
sions - it uses a separate 
range managed by the same 
tf»am that manages the corpo- 
rate pension fund side. 

Gartmore offers two novel 
concepts on its personal pen- 
sions. It offers a programmed 
series of switches throughout 
the term of the up to 

retirement The older the fattt- 
vldnal, the less is invested in 
equities as more is moved into 
cash. There Is no extra charge, 
and the indi vi dual mm override 
the girtnmatift switching. 


The other novelty is a link 
with Swiss Life announced 
recently enabling Gartmore to 
provide a range of benefits not 
offered by unit trust groups 
alone; these indnde the fecflfty 
to waive premiums fa cases of 
ill health and tax efficient fife 
facm-awf-p cover. 

Mercury came into the mar- 
ket fa October 1989. and u nlike 
tire other new providers fa this 
market, opted to set up its own 
fife company to offer personal 
pensions. In this way it can get 
around the charges problem, 
and aJso offer the range of ben- 
efits which can only be pro- 
vided bv a life office. 

NJd. Rothschild, an early 
entrant, to personal p ensi ons , 
“wanted to be -in the retail 
market, looked at PEPS, but 
not to bo fin 1 that - . It 
needed a vehicle to p«n unit 
trusts and the new personal 
pensions “seemed a goad bet.” 
Like the other unit trust 
groups, It has no sales farce, 
and does no direct response 
advertising for Its personal 
pensions. Instead, it relies on 
indeoendeilt intutiwrilarifli!. 

Touche Remnant which 
entered this market Just over a 
year ago, aims to appeal to the 
sophisticated investor. 

Janet Watford 

Editor, Money Management 


■ WITH THE Financial Services 
Act bedded down and, by all 
accounts, working smoothly 
for occupational pension 
schemes, the main regulatory 
issue facing such schemes 
comes from a different direc- 
tion: the Social Security BtiL ' 

The plan to limit Investment 
by pension schemes In their 
“parent" companies to S per 
cent of scheme assets is likely 
to cause problems for a minor- 
ity of schemes, particularly 
those which have invested fa 
property which takes them 
above the S per cent celling. 

Concern about self-invest- 
ment has arisen from the 
potential conflicts of interest 
that can arise when the com- 
pany is subjected to an 
unwanted takeover bid. 

"Our conclusion was, don't 
get yourself into that position,” 
.says the National Association 
.of Pension Funds, which 
brought out its own guidelines 
on self-investment 18 months 
ago. 

The Government's definition 
or self-investment Is widely 
drawn: besides taking in 
shares, loans and property 
investment. It includes any 
money owed by the company 
to the scheme, for instance 
because it is late with contri- 
bution payments. This con- 
trasts with the definition in the 
NAPFfe own guideline, which 
recommends a wiarimnm of 2 
per cent - but effectively cov- 
ers only shares in the com- 
pany. 

The 5 per cent ceiling could 
cause a problem for a signifi- 
cant minority of schemes. On 
the one hand t divesting them- 


Richard Waters on the regulation of pensions 

Self-investment concern 


solves of shares between now 
arid the expected implementa- 
tion of the 5 per cent role - 
the end of 1991 - should cause 
few problems, says the NAFF. 

However, property invest- 
ments are less easy to shift 
Without adequate transitional 
arrangements, schemes caught 
in this position could be farced 
in sales - to the detriment of 
their members. 

Part of the problem Is t ii# 
little is known about how 
many schemes wifi be affected, 
and how seriously. The NAPE’S 
latest information suggests 
that the problem does not run 
deep. 

Around two out erf every five 
trust deeds allow self-invest- 
ment, and a quarter of funds 
go in far some farm of self-in- 
vestment (fa the wider sense), 
it says. 

Most fall below the S per 
cent lyfffpg. thnng ^ a handfal 
have invested anything 
between 6-20 per cent of their 
funds in their company. The 
Government is to undertake its 
own research daring the sum- 
mer. 

Self investment, meanwhile. 
Is largely outside the scope of 
the Financial Services Act The 
act is likely to come Into play 
only If an investment Infringes 
the requirement far “suitabil- 
ity" - an onhkely occurrence. 
“It would have to be fairly 


clear case of unsuitability 
before our rule was breached,” 
says Mr Ronald Smith, director 
of operations at the Investment 
Management Regulatory 
Organisation. 

JMEO’s attitude to self-in- 
vestment reflects Its general 
approach to the interaction of 
the Financial Services Act with 
the trust law which governs 
pension scheme Investment. 
Any attempt by the FSA regu- 
lators to extend their reach 
more fully into areas covered 
by trust law would greatly 
complicate matters without 
adding to the protection of ben- 
eficiaries, U believes. 

The Financial Services Act 
regime has, by all accounts, 
settled down with few prob- 
lems. Under section 191 or the 
act, trustees who do not take 
day-today decisions about the 
Investments In their funds are 
excused the fall rigours of the 
regime, but are subjected to 
the lighter touch of chapter 11 
of IMRO*s ratebook. 

There were fears that the 
expression “day-today" would, 
prove a trap for unwary trust- 
ees, catching out some who 
thought they had no need to be 
regulated. However, IMRO says 
It has had no cases so far of 
trustees not being registered 
when they should have been. 

Elsewhere, the main regula- 
tory issue of recent months has 


relations between 
institutional Inves to rs and the 
companies whose shares they 
own have never been devoid of 
tension. But at the start erf the 
19908 they appear to be at a 
notably tow ebb. 

Mr David Bopkfason, fanner 
chairman of H A G Investment 
Manag e ment, has referred to 
“a - deplorable decline in rota- 
tions between the City and 
industry- during the last three 
years." His remarks have been 
echoed by ether leading figures 

fa MTwt fai fli m ir y. 

Some degree of tension is 
probably an inevitable conse- 
quence of the divorce between 
ownership^ and control in 
industry. That «»td the sour- 
ness that characterises rela- 
tions between the City and 
industry te a legacy of an 
frenetic takeover 


John Plender looks at relations between investors and companies 

A certain sourness in the City 


exceptionally 
period fa the ! 
fa corporate c 


. i to the faSOs. The market 
corporate control in fetota 
is fae least con strain ed fa too 
world: and singe. Mr Nbnriau 
Tebbifs brief . tenure as Trade 
Secretary references to the 


Monopofies and Mergers Com- 
mission have been governed 
largely by competition criteria 
instead erf more nebulous con- 
siderations of public interest. 

This policy rests on the 
assumption that UK’s eco- 
nomic Interests are best served 
by afiowim; companies to be 
controlled by those who value 
them most highly. The results 
are sometimes disconcerting 
even far free market industrial 
fats «wd fttoi managers. 

-Wbqt good does it do Rown- 
tree, which has successfully 
built' up new confectionery 
brands over long periods fa the 
UK, to he taken over by Swit- 
zerland's Nestld, whose own 
efforts to build brands in the 
spne. market have been nota- 
bly |w» successful? What fa Mr 


Roland Franklin, best known 
far bis rate fa the disastrous 
secondary banking fiasco at 
Keyser UQmann fa the 1970s, 
able to offer DRG, a paper and 
office equipment gronp that 
was regarded as having largely 
put its house fa otdert 
Such questions can be zafaed 
In numerous other cases. And 
the Investment institutions are 
usually blamed for accepting 
the predator’s offer on the 
baste of short-term perfor- 
mance But toe real 

problem fa the difference 
between the basis of company 
valuation in the takeover mar-. 
Jcet and the much lower valua- 
tions that apply whan shares, 
are being traded day to day. 

. The knowledge. thaLthe pre--. 
wrfnm far control of the target 


will disappear if the 
bid fells, causing the share 
price to fell sharply, means 
that fund managers cannot 
Hgbfiy roam a co n te st e d offer, 
especially when it is made, as 
at DRG or Rowntree, in cash. 

This is riot the only way in 
which rfmfa pf afi-n ii»l a|'l^ . 
tty from managers to owners 
works fa a haphazard fatotmy 
Many ftnjd managers acknowl- 
edge that they have been too 
prone to rely an takeovers as a 
last-ditch remedy far problems 
that could have been addressed 
through more direct interven- 
tion in the boardroom. Cases 
soldi as T A N, the construc- 
tion iin it»i »iai« and motor com- 
ponents group where the Pru- 
dential . spearheaded . a 
boardroom coup, are rare. 


Missed opportunities are 
easier to identify. Distillers, 
Plessey, Chloride and Store- 
house are obvious examples of 
companies that might have 
benefited from earlier institu- 
tional intervention. And there 
are still a number of ffiversifled 
companies that benefit 
from the kind of treatment 
that Sir James Goldsmith’s 
Hoy lake consortium had hoped 
to impose on BAT Industries. 

Many institutions are 
unhappy about th e SmithKHne 
Beecham merger. Few, on the 
other hand, second-guess man- 
agement on such a large strate- 
gic move In a sophisticated 
Industry. Even when the insti- 
tutions do have the expertise 
to tack le management on an 
equal tooting, there may be 


other reasons far noninterven- 
tion, as at Pearl Assurance. 

Pearl succumbed to a preda- 
tory offer that some thought 
unduly cheap. It was thought 
to have hidden its light under 
an actuarial busheL Yet its 
c om in g s performance was 
arguably too good to make 
intervention justifiable. Since 
Pearl was an insurance com- 
pany there was tire old misgiv- 
ing about dog eating dog. 

Conflicts of interest may also 
{day a part Fund managers fa 
merchant banks have rarely 
been active interventionists, 
partly because they have been 
reluctant to alienate the bank's 
corporate finance clients, 
actual and potential. And 
while such reticence ought fa 
theory to have disappeared as 
a result of the creation of Chi- 
nese Walls, fond managers 
admit in private that the con- 
straint Stffl Mrlrtit 

There are, then, ttmtts to the 
extent to which the institu- 
tions will turn themselves into 
successful productivity chasers 


fa UK industry. The political 
climate, under Mrs Thatcher, 
has anyway been unsympathe- 
tic to activities that smack of 
paternalism or nannvfag. And 
much of the emphasis In recent 
institutional interventions has 
been directed towards purely 
finaiyrfat comsfate r gtinna 

Arguments about pre-emp- 
tion - the shareholders’ right 
to have first bite at the cherry 
when companies issue fresh 
eauttv aip Hal — are to 
the hearts of many Institu- 
tional investors. So, too, are 
the rotes governing executive 
share option schemes. Both 
can lead to the dilution of the 
institutions’ stake fa UK indus- 
try and they have been reluc- 
tant to m flhif concessions on 
this score unless they are 
offered something tangible. 

The institutions’ cautious 
attitude to leveraged boy-outs 
fa the UK has probably saved 
the financial system from a 
much bigger debficle than it 
* hare suffered if the US 
1 had been imitated. 


been that of soft commissio n s 

- that is, arrangements under 
which investors direct their 
business to particular brokers 
in return for specific services. 
Such arrangements bring con- 
cerns that investment manag- 
ers might lose sight of their 
clients’ Interests, and that 
some of the services on offer 
have not been as closely linked 
to helping investment manag- 
ers make decisions on behalf of 
the rji ep t y as they have should 
been. 

The Securities and Invest- 
ments Board last autumn shied 
away from proposing a ban of 
soft commissions, but 
suggested fuller disclosure of 
these arrangements to clients. 
It also proposed a ceiling of 25 
per cent on the proportion of 
business an investment man- 
ager conducts with soft com- 
mission brokers rather than 
so-called “traditional" brokers. 

The SIB is due to publish its 
latest thoughts on tote subject 
during the coming weeks. The 
most significant change is 
expected to be the abandon- 
ment of tbe 25 per cent ceiling 

- something which the SIB 
admitted from the start was 
arbitrary in any case, and 
which has aroused accusations 
from soft commission brokers 
or anti-competitive rate-mak- 
ing. 

In a further change of tack, 
the proposal that trustees 
should themselves be required 
to direct investment managers 
to give business to a particular 
broker in return for perfor- 
mance measurement informa- 
tion, such as that provided by 
WM, is expected to be dropped. 

The SEB’s objective of 
encouraging disclosure of soft 
commission arrangements, 
though, has received wide- 
spread support 

Meanwhile, many occupa- 
tional pfn^iwi schemes have 
recently been experiencing 
their first taste erf the Financial 
Services Act at close quarters. 
IMRO has directed its regular 
inspection visits to these 
schemes far the first time - 
reflecting the feet that this is 
not considered by the regula- 
tors to be a high-risk area. 

IMRO’s conclusions after its 
first series of visits was that, 
most schemes are well run, 
although some need to Improve 
their operations. The most 
common complaints are inade- 
quate record keeping and a 
failure .to ensure that all staff 
are adequately trained. 
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Over many years Chemical Bank has built a reputation for quality in 
the field of Global Custody based on the highest levels of customer 
. service. To this.strong foundation, we are adding the powerful new 
technology of CSAS (Chemlink Safekeeping Access System) which 
will enable our clients to receive detailed reports of their portfolios 
and deliver settlement instructions through their personal computer. 

This combination of technology and personal service makes 
Chemical Bank the solution to your Global Custody needs." 


The Financial Services Division of Chemical Bank 
specialises in the provision of high quality securities 
processing, funds transfer and cash management services 
to both financial institutions and corporations worldwide. 

Contact CKve Gauds, on London (071} 380 5314. 


CkmicalBanc 

The bottom line is excellence.® 


Chemical Bank, Financial Services Division; 180 Strand, London WC2R 1 EX. Telephone: (071) 380 5029 TeteC 264 766 Faaimife: (071)380 5468. 

(A member of The Securities Association) 



Performed by our managers everyday. 


When it comes to balancing 
acts, Schraders put on a pretty 
impressive performance. 

Not surprising. The 
patience, flexibility and skill this 
requires Is something we've been 
practising successfully for over 
40 years. 

We believe an active, 
equity-based approach to the 
investment management of 


pensibn funds will continue to 
meet the majority of trustees' 
investment objectives- An ^ 
the new funds we are now 
receiving from existing clients 
reinforce this view. 

Find out more about 
bur well practised approach 
to long term investment. 
Call Brian Wood (071-382 6478), 
Peter Leonard (071-382 6392) 


orTerry Mellteh (071-382 6525). 
36 Old Jewry, London EC2R 8BS. 
Member of IMRO. 
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Barry Riley examines the charging structures of external managers 

Gloomy outlook for more transparent fees 


• f. 


HOPES THAT that the 
charging structure of external 
managers of UK pension funds 
would become more transpar- 
ent, or "cleaner,” are being 
Haafiat 

When the stock market's Big 
Bang reforms were imple- 
mented in October 1986 there 
were expectations that double 
charging practices would be 
terminated. Before Big Bang 
many poneinri fund managers 
dealt in bulk for several clients 
at the lowest commission rate, 
then charged a higher rate 
appropriate to smaller deals 
when parcelling the shares out 
to individual client portfolios, 
a practice known as aggrega- 
tion or continuation. After Big 
Bang this ceased to be possible 
because the fixed commission 
& scale was abolished. The expec- 
ts tatlon was that managers 

fi would be forced to charge 

F much higher "dean flees.” 

a Generally, it has not hap- 

pened, although several man- 
agers have offered alternative 
charging scales. Last June, for 
example. Hill Samnel 
announced a scale of clean 
fees, about twice as high as its 
normal basis. 

Average published direct 
fees received by UK pension 
fond Investment managers are 
about 02 per cent. That com- 
pares with a figure nearly 
twice as high in the US. Bid 
UK schemes are not getting a 
cheap deal Most of the gap is 
filled by extra charges. How- 
ever, most British managers 
include custody as a bundled 
service, whereas US pension 
plane pay separately. 

It Is hard to blame fairly for 
the confused state of affair s izt 
the UK. Managers most be 
largely responsible. But all too 
o ften their cUantw have their 
own good reasons for burying 
costs within their funds. 

"We prefer to collect our fees 
in an open way," says Mr Colin 
Day, chairman of the pension 
fund business at Henderson 
Administration. "But clients 
don't always want It like that. 
Also, you cant always stand 
out against double charging on 
principle in a commercial mar- 
ket place. Clients don’t like 
getting an invoice.” 

Consultant Mr David Hager, 
of Bacon & Woodrow, has col- 
lected some fascinating statis- 
tics on the charging jungle. He 
finds that' a Eifltftn fund man- 
aged by <me of the 10 largest 
managers will probably be pay- 


ing a nominal fee of about 0J6 
per cent, but total costs to the 
client will in reality be nearly 
twice as high, at (L31 per cent 

These figures include stock- 
broking wniwnteatmia as part of 
the costs. It may not be 
entirely fair to regard these as 
expenses of investment man- 
in that they are not 
received by the managers. But 
it is possible to avoid them, at 
least in the UK, by dealing on 
a net basis directly with mar- 
ket makers. This would ehmi- 
nate the possibility, however, 
of partially clawing back "soft” 
commissions in the form of ser- 
vices provided by the brokers 
or paid for by them. Even 
excluding commissions, costs 
for the £LOOm fund are around 
025 per cent, or over half as 
much Again as nominally 
quoted . 

One extra charge commonly 


foreign equity portfolios 
idly. Mr Hager is critical of i 
practices that have emerged. 
There is, he says, overuse of 
uuft trusts. He fears that the 
recent limited approval by the 
Securities and investments 
Board of soft commissions Trill 
add a new legitimacy to a con- 
troversial practice. 

Unless a line is drawn . Cli- 
ents are likely to find that 
more of their portfolios are 
directed into doubled-charged 
investments. Some managers 
are setting up emit trusts for 
foreign bonds and even UK 
gilt-edged. The next step could 
be that many UK equities will 
be haniflari through “speci- 
alised” unitised funds. There is 
more transparency in the attain 


native approach of putting 
most of the money m core 

fader flp Mta , artfl the 1 mT«ih» 

with specialised active manag- 
ers. Fees here are more honest, 
and have hi ghly polar- 

ised. 

Something of a cut-throat 
battle is going on between 
index fund managers. Accord- 
ing to Mr Hager. "There are a 
number of people in the mar- 
ket who will not be undercut” 
Anything down to 0.03 per cent 
has been negotiated, although 
for overseas index funds the 
fees are a little higher, in the 
OlIO to 0J5 per cent range for 
larger funds. 

Specialised active managers 
are at the other end of the 
scale. Fidelity, in particular. 


has aroused the grudging 
admiration of other 
for ha insistence on high 
often over 05 per cent, 

by a refusal to negotiate. 

At this en d of t he market 
performance counts for. every- 
thing, and indeed there Is 
increasing discussion of the 
merits of p e rform an ce-related 
fees. At present such fees are 
thought to apply only to about 
5per centof runds,and amudi 
lower percentage of overall 

naiffitnn fond 

The common practice is to 
set a base fee level and link 
bonuses either to Index targets, 
for specialised funds, or to 
league table objectives (such as 
top quartOe performance) for 
balanced managers. 


These 

to corporate, clients who are 
used to «h«n-irny risk with sun- 
pliers in other fields, and see 
no reason why pension ftwd 
msmug iRT-g should be different 
But toe incentive effects of per- 
formance-related fees will 
always be controversial. 

One “boutique** which has 
placed a particular stress on 
performance-related fees is 
Newton Investment Manage- 
ment. 

With a chart-topping 

median return & 384 per cent 
in 1989 on its £600m of segre- 
gated client funds Newton is 
clearly doing welL But to 
smooth out five impact the fees 
are calculated on a rolling 
four-year basis. 


Total coats of knrogtroent manaqamaat to the cBont 


£10m fund 


£1 00m fund 


Ail managers on Bacon & Woodrow Database 


Direct fees 

UK commlastona 

Overseas charges 

Overseas comnUsslonst 

Unit trust fees 

Administration 

Total 

Total excluding 
commissions 


36.000 

1.000 

3.000 

8.000 

2400 

47J000 


% of fund 


0.36 

6400 


049 

0.47 


174400 

55400 

22,000 

62,000 

18400 

9,000 

33O400 

224.000 


% of fend 


0.17 


QJ3 

0.22 


The 10 largest managers 


Direct feeB 

40403 






2400 

12400 

Unit bint fees 

Administration 

nil 

Total 

5S400 


S4JOOO 


040 


044 


159.000 

22400 

41.000 

40400 

52.000 
nil 

314400 

252400 


0l18 


031 

0.25 


Somac Bacon 4 HtanflUBrt 
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imposed is on overseas 
Typically, 0.5 per cent 
charged on purchases and 
sales of overseas equities, and 
while trading overseas may 
genuinely involve extra 
expenses, these are not neces- 
sarily always folly in propor- 
tion to the revenue gained. 

During the 1980 4 hribUng y of 
foreign equities have greatly 
expanded, so these dealing 
charges have become much 
more important One way of 
looking at it is that balanced 


fund managers in the UK are 
increasingly providing an 
expensive global service for 

thffir OK pwrarinn fund n T tonta, 

but are «MTi nnmhniiiy charg- 
ing UK-related fees. 

One danger of double charg- 
ing is that there may be an 
encouragement for managers 
to engage in excessive overseas 
trading activity. According to 
the official puhUcatkm Finan- 
cial Statistics, the foreign 
equity portfolios of UK pension 
funds are turned over more 
than twice as rapidly as their 
domestic equity holdings. 

Managers also have awnthar 
way of creaming off extra reve- 
nue from overseas invest- 
ments, by channelling them 
through unit trusts. These 
carry annual management 
charges of 1 pot cent or even 
1% per cent, dwarfing the reg- 
ular management charges, 
which at least are generally 
rebaled in respect of these de- 
ments of the portfcBoe. 

There may indeed be good 
reasons for putting d inn t a fatn 
unit trusts or for turning over 


SINCE 1986, Institutional 
investors have bad much run- 
ning in thafa fa vo ur in thrir 
dealings with stockbrokers. 

Fierce competition brought 
co mmissions crashing — «md 
they have stayed low, in spite 
of tbe aftermath of the stock 
market shakes of 1987, which 
has generally seen reduced 
trading volume (and hence less 
Income for brokers). It -is not 
surprising that stockbrokers' 
rarnnbrintg an w i ling- louder. 

The large broKeraln particu- 
lar are getting frustrated with 
their inability to secure the 
sort of commission flow which 
would make Hfe a wttia more 
comfortable. The top three 
agency brokers - James 
Capel, Warburg Securities and 
Barclays de Zoete Wedd - 
together account for less than 
80 per cent of customer busi- 
ness in UK equities. That sort 
of market share, at current 
trading volumes, does not pro- 
duce the sort of income to sup- 
port a top-class research and 
sales team. 

Back-of-envelop sums illus- 
trate their predicament Total 
commission income of all bro- 
kers this year may be little 
more than 5250m, according to 
some estimates. That means 
that a leading firm with a mar- 
ket share of just under 10 per 
cent would receive commis- 
sions of just £25m - scant 
return for the hefty costs of 
running a top-quality sales and 
research team. 

The large brokers want a 
bigger slice of the cake. They 
look with envy at the market 
tympgpt fftinn tfwit exists in the 
market making business. 


Brokers’ complaints are getting louder, says Richard Waters 

Frustrated by the flow of commissions 


t.» m 


where three houses (Warburg, 
BZW and Smith New Court) 
account for over half the mar- 
ket. But there is little sign of 
that happening for agency 
business. There is Httfe tnUr of 
commission rates actually ris- 
ing — in smaller, ^ 

well-researched stocks. 

The brokers’ arguments run 
as follows. Without more cam- 
mission income, they are 
unlikely to be able to sustain a 
high research service. Top 
ftiaan analysts are increasingly 
shifted on to corporate finance 
work to earn their keep. 

That, the argument runs, is 
bad for clients for several rea- 
sons. The analyst is no longer 
able to devote as much time to 
Trorf J t n tlQnfll rHwibi. He loses 
toe confidence of institutions, 
which in turn makes him less 
a t t ra ct iv e to companies, who 
talk to him less, leading to a 
declining spiral in which the 
analyst loses Ms prominence. 

"Institutions like competi- 
tion. But if it is too fierce, they 
may simply not be able to get a 
good service anymore, ft cant 
be in their int e rests to see the 
best analysts spend more and 
more of their time in corporate 
finance,” wains one large bro- 
ker whose analysts are heading 
that way. "The best institu- 
tions are sensitive and aware 
of the potential danger.” 

With commission rates 


'market 
share remains the goaL Win- 
ning more of the business 
achieves two ends — lifting 
income and hefrring to squeeze 
less successful firms out of the 
market That in turn eases the 
competitive pressure, and Is 
more likely to lead to the 
long-term return to higher 

c nmmrwrinnH for which hmfrpre 

hope. 

Investors continue to be 
largely unmoved by brokers’ 

The large brokers 
want a bigger slice of 
the cake 

concerns. They continue to 
awmplnin that toe average UK 
research offered by brokers is 
sub-standard (while acknowl- 
edging that there is very high- 
quality work around in some 
quarters). They argue that, if 
stockbrokers let their costs ran 
out of control after Big Bang 
and are now paying the pen- 
alty, that .js Hwfr own fentt. 
Furthermore, while they make 
little an UK equities, brokers 
still make a healthy living 
from foreign stocks and deriva- 
tive products, and it is inves- 
tors who ultimately bear that 
cost. 

The true cost to institutions 
of their dealings with brokers 


is not immediately evident, 
- says SET, a company which has 
been assresing dealing costs in 
the US for the past 10 years 
aid is about to bmndi a simi- 
lar service in the UK Accord- 
ing to the company, inves to rs 
may have paid lower conmds- 
atans in the US in recent years, 
but other dealing costs have 
risen to compensate. Institu- 
tions can only really evaluate 
the costs of their dwiiinaw with 
broker/dealers if they look at 
the complete picture, SEI says. 
Such ideas, n they catch an, 
coaid help to keep securities 
firms' profits under pressure 
for same time to come. 

While tWn is orima on. there 
is little sign of institutions pat- 
ting more effort into cutting 
out the middleman and 
researching stocks themselves. 
As one broker comments: 
"Their cost pressures are as 
intense as ours.” 

The test of this is the extent 
to which institutions deal net, 
without paying commissions. 
The indications here are that 

flip gmnmwt of h imtnwni fWm«» 

net Is not rising, hut if any- 
thing declining. The Stock 
Exchange's annual survey of 
transactions in UK equities 
shows that 24 per cent of client 
deals (by value) was under- 
taken without miiiiinuMinn fa 
June 1969. A year before, the 
fi gur e s was higher, at 27 per 


cent This picture is confirmed 
by brokers, who say they con- 
tinue to notice no decline in 
the proportion of business 
which carried commissions 
with it 

Meanwhile, brokers are 

being forced to pay more atten- 
tion to tbe d es frahfllty of con- 

yH-l| bust* 

ness. At least one large house 
says it is working on a man- 
agement information system 
that would ten it the prafitaba- 
ity of each client Costs such as 


analysts’ and salesmen's time, 
and settlement, will be set 
against the income from each 
bEent 

Armed with this informa- 
tion, the broker expects to 
chaitoiy i unprofitable rffewfe 
to pay up or look elsewhere for 
investment ideas. 

Such tactics are all part of 
the effort to encourage 
tors to pay more. Unle 
do, brokers, the 
of research in London 
inevitably decline. 
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THE INDEPENDENT VIEW ON PENSION FUND MANAGEMENT. 



Henderson Pension Fund Management Limited. Member of IMRO. 


IT TAKES TEAMWORK TO WIN THE RACE. 


At Henderson we believe that 
stability is a vital factor in achieving 
above average, long term performance. 
That’s why we maintain a stable, well 
supported management team with short lines 
of communication to clients. 

It’s why we build ongoing relationships 
with the companies in which we invest and 
why we value the independence that leaves us 
free to invest wherever we can best balance 
maximum returns against minimum risk, 
without conflict of interest. 

Today, our experienced and successful 
team are applying that investment philosophy 
to pension fond and charity portfolios valued 
at over £5.0 billion. 

That’s a track record that speaks for 

itself. 

Htodcoon Ansioo Fond Manumu w J iw=,~l 
3 Rasbnry Avenue, London EC2M ZPA. T*fc 01-638 5757 
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